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INTRODUCTION 


The  Budget  Analysis.  1995  Biennium  is  designed 
to  assist  legislators  and  the  public  in 
understanding  and  making  policy  decisions 
concerning  state  government  revenues  and 
expenditures.  To  simplify  the  difficult  and  time- 
consuming  task  of  reviewing  the  budget,  the  LFA 
has  tried  to  present  relevant  information  in  a 
thorough,  yet  concise  and  clear  fashion.  Following 
is  a  "road  map"  to  the  two  volume  Budget 
Analysis.    1995   Biennium. 

Summary 

The  summary  section  of  Volume  I  provides  an 
overview  of  the  entire  budgeting  process.  These 
pages  include  an  overview  of  the  budget  outlook 
for  the  1995  biennium,  a  discussion  of  the  major 
points  of  the  Executive  Budget  issued  by  Governor 
Stephens,  forecasts  of  anticipated  collections  from 
general  fund  and  school  equalization  revenue 
sources,  and  information  on  the  state  expenditures 
for  public  schools.  The  summary  section  also 
contains:  1)  totals  showing  FTE  levels  and  an 
analysis  of  the  pay  plan  proposal  contained  in  the 
Executive  Budget;  2)  a  discussion  of  the  major 
trust  funds,  trust  fund  balances,  and  the 
allocation  of  interest  earnings;  3)  an  analysis  of 
requested  fiscal  1993  supplemental;  and  4)  a 
comparison  of         the  Executive  Budget 

recommendation  and  LFA  current  level  for  each 
agency  by  fund  type.  Lastly,  the  "Budget  Basics" 
section  provides  a  detailed  discussion  of  the  "nuts 
and  bolts"  details  used  in  preparing  the  budget, 
such  as  inflation  factors,  fixed  costs,  and  benefit 
rates. 

Current  Level   Budget  Analysis 

Sections  A  through  E  contain  a  "current  level" 
budget  for  each  program  in  state  government. 
This  current  level  budget  projects  costs  of  existing 
programs  and  existing  services  in  the  1995 
biennium.  It  is  based  on  fiscal  1992  actual 
operating  expenses,  fiscal  1993  personal  services 
costs,  historical  and  requested  equipment  needs, 
and  funding  ratios  as  required  under  existing 
state  and  federal  law  or  as  approved  by  the  1991 
Legislature    (as    modified    during    the    two    special 


sessions  in  1992).  It  contains  funds  for 
anticipated  changes  in  human  service  caseloads, 
university   enrollment,   and   K-12   enrollment. 

The  LFA  current  level  is  not  a  recommended 
budget.  It  is  presented  as  a  "base  line"  from 
which  to  review  and  judge  changes  proposed  in 
the   Executive   Budget. 

The  table  for  each  state  agency  program  shows 
fiscal  1992  actual  expenditures,  the  fiscal  1992 
current  level  base,  fiscal  1993  appropriations,  and 
the  LFA  projected  1995  biennium  costs  under 
current     programs,     practices,      and     laws.  In 

addition,  the  Executive  Budget  current  level 
recommendation   is  included  in   the   tables. 

The  agency  narratives  provide  analyses  of  funding 
issues  within  each  program.  Lastly,  the  narrative 
describes  any  budget  modifications  (program 
expansions  or  funding  changes)  included  in  the 
Executive   Budget. 

Executive   Budget  Comparison 

At  the  beginning  of  each  agency,  a  comparison  of 
the  Executive  Budget  issued  by  Governor  Stephens 
and  the  LFA  current  level  is  provided  to  assist 
legislators  and  the  public  in  identifying  changes 
recommended     in     the      Executive      Budget.  A 

program-level  comparison  of  the  executive  and 
LFA  current  level  budgets  will  be  presented  to 
the  joint   appropriations   subcommittees. 

An  analysis  of  the  Executive  Budget  issued  by 
Governor-elect  Racicot  in  January  will  be 
presented  in  mid-January  as  an  addendum  to  the 
Budget  Analysis,    1995   Biennium. 

Budget  Modifications 

Budget  modifications  included  in  the  Executive 
Budget  are  listed  in  the  agency  narratives,  with 
a  brief  description  and  analysis.  Since  elected 
officials  and  the  Board  of  Regents  often  present 
additional  budget  modification  requests  to  the 
legislature,  the  Budget  Analysis.  1995  Biennium 
also      contains      summaries      of     these     additional 
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modifications  that  the  legislature  will  be  asked  to 
consider. 

Long  Range   Planning 

Section  F  provides  on  overview  of  the  Executive 
Budget  recommendations  for  the  Long  Range 
Planning  program,  oil  overcharge  funds,  cultural 
and  aesthetics  grant  programs,  resource  indemnity 
tax  trust  interest  accounts,  and  other  capital 
outlay  requests. 


Legislative  Agencies 

Budgets  for  legislative  agencies  are  presented  as 
approved  by  their  governing  committees.  The 
budget  narratives  are  prepared  primarily  by  each 
legislative   agency. 
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JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATION 
AND  SENATE  FINANCE  AND  CLAIMS  COMMITTEES 


GENERAL  GOVERNMENT  AND  TRANSPORTATION 


Legislative  Auditor 

Legislative  Fiscal  Analyst 

Consumer  Counsel 

Legislative  Council 

Environmental  Quality  Council 

Governor's  Office 

Commissioner  of  Political  Practices 

Judiciary 

Secretary  of  State 

Justice 


Board  of  Crime  Control 

Highway  Traffic  Safety 

Revenue 

Transportation 

State  Auditor 

Military  Affairs 

Administration 

State  Compensation  Mutual  Insurance  Fund 

Public  Employees'  Retirement  Board 

Teachers'  Retirement  Board 


-Committee  Members- 


House 

Representative  Mary  Lou  Peterson  (Chair) 
Representative  Marjorie  Fisher 
Representative  Joe  Quilici 


Senate 


Senator  Harry  Fritz  (Vice-Chair) 
Senator  Gary  Forrester 
Senator  Larry  Tveit 


-Fiscal  Analyst  Staff- 


Clayton  Schenck 

Jon  Moe 

Terri  Perrigo 


HUMAN  SERVICES 


Labor  and  Industry 

Social  and  Rehabilitation  Services 


Health  and  Environmental  Sciences 
Department  of  Family  Services 


-Committee  Members- 


House 

Representative  John  Cobb  (Chair) 
Representative  Betty  Lou  Kasten 
Representative  David  Wanzenried 


Senate 


Senator  Mignon  Waterman  (Vice-Chair) 
Senator  Chris  Christiaens 
Senator  Thomas  Keating 


-Fiscal  Analyst  Staff- 


Lois  Steinbeck 
Lisa  Smith 
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NATURAL  RESOURCES  AND  COMMERCE 


Agriculture  State  Lands 

Fish,  Wildlife,  and  Parks  Public  Service  Regulation 

Livestock  Commerce 

Natural  Resources  and  Conservation 

Committee  Members-- 

House  Senate 

Representative  Roger  DeBruycker  (Chair)         Senator  Cecil  Weeding  (Vice-Chair) 
Representative  John  Johnson  Senator  Gary  Devlin 

Representative  William  Wiseman  Senator  Greg  Jergeson 

Fiscal  Analyst  Staff- 


Roger  Lloyd 
Terri  Perrigo 


INSTITUTIONS  AND  CULTURAL  EDUCATION  SUBCOMMITTEE 

Human  Services  and  Corrections  Montana  Arts  Council 

Montana  Library  Commission  Montana  Historical  Society 

— Committee  Members 

House  Senate 

Representative  Ed  Grady  (Chair)  Senator  Eve  Franklin  (Vice-Chair) 

Representative  William  "Red"  Menahan  Senator  Gary  Aklestad 

Representative  Linda  Nelson  Senator  Tom  Beck 

Senator  J. D.  Lynch 

-Fiscal  Analyst  Staff-— - 

Sandy  Whitney 
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JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATION 
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EDUCATION  SUBCOMMITTEE 

Commissioner  of  Higher  Education  Bureau  of  Mines 

University  System  Fire  Services  Training  School 

Vocational-Technical  Centers  Advisory  Council  for  Vocational  Education 

Agricultural  Experiment  Station  Board  of  Public  Education 

Cooperative  Extension  Service  Office  of  Public  Instruction 

Forestry  Experiment  Station  School  for  the  Deaf  and  Blind 

Committee  Members 

House                                                                                      Senate 
Representative  Royal  Johnson  (Chair)               Senator  Don  Bianchi  (Vice-Chair) 
Representative  Mike  Kadas                                 Senator  Dennis  Nathe 
Representative  Ray  Peck                                     Senator  Chuck  Swysgood 
— - Fiscal  Analyst  Staff- 

Taryn  Purdy 
Skip  Culver 


LONG-RANGE  PLANNING 

Long-Range  Building  Program  Resource  Indemnity  Trust  Interest  Accounts 

Culture  and  Aesthetics  Grants  Oil  Overcharge  Funds 
Park  and  Land  Acquisition 

Committee  Members 

House  Senate 

Representative  Ernest  Bergsagel  (Chair)  Senator  Bob  Hockett  (Vice-Chair) 

Representative  Francis  Bardanouve  Senator  Ethel  Harding 

Representative  Tom  Zook  Senator  Eleanor  Vaughn 


-Fiscal  Analyst  Staff- 
Jim  Haubein 


Summary  5 


STAFF  ASSIGNMENTS 
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EDUCATION 

Taryn  Purdy 

Commissioner  of  Higher  Education 
University  System 
Community  Colleges 
Agricultural  Experiment  Station 
Cooperative  Extension  Service 
Forestry  Experiment  Station 
Bureau  of  Mines 

Robert  (Skip)  Culver 

Board  of  Public  Education 
Office  of  Public  Instruction 
Fire  Services  Training  School 
School  for  the  Deaf  and  Blind 
Montana  Council  for  Vocational 

Education 
Vocational-Technical  Centers 

HUMAN  SERVICES 

Lois  Steinbeck 

Social  and  Rehabilitation  Services 
Family  Services 

Lisa  Smith 

Labor  and  Industry 

Health  and  Environmental  Sciences 

INSTITUTIONS  AND  CULTURAL  EDUCATION 

Sandy  Whitney 

Department  of  Corrections  and  Human 

Services 
Montana  Arts  Council 
State  Library  Commission 
Montana  Historical  Society 

NATURAL  RESOURCES  AND  COMMERCE 

Roger  Lloyd 

Fish,  Wildlife,  and  Parks 

Livestock 

State  Lands 

Agriculture 

Public  Service  Regulation 

Terri  Perrigo 

Natural  Resources 
Commerce 


GENERAL  GOVERNMENT  AND  HIGHWAYS 

Clayton  Schenck 

Governor's  Office 

State  Auditor 

Justice 

Board  of  Crime  Control 

Highway  Traffic  Safety 

Transportation 

Jon  Moe 

Revenue 

Administration 

State  Fund 

Public  Employees'  Retirement  System 

Teachers'  Retirement  System 

Secretary  of  State 

Military  Affairs 

Judiciary 

Terri  Perrigo 

Legislative  Auditor 
Legislative  Fiscal  Analyst 
Consumer  Counsel 
Legislative  Council 
Environmental  Quality  Council 
Commissioner  of  Political  Practices 

LONG-RANGE  PLANNING 

Jim  Haubein 

Long-Range  Building  Program 
Culture  and  Aesthetics  Grants 
Parks  Acquisition 
Resource  Indemnity  Trust  Interest 

Accounts 
Oil  Overcharge  Funds 

REVENUE  ESTIMATING  AND  MONITORING 

Terry  Johnson 
Jim  Standaert 

SCHOOL  FOUNDATION 

Teresa  Olcott  Cohea 
Jim  Standaert 

DATA  PROCESSING 

Terry  Johnson 
Mary  Longmaid 
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Projected  Deficits  in  Major  State 
Accounts 

The  1993  Legislature  faces  an  extremely  difficult 
financial  situation.  Four  of  the  major  accounts  in 
state  government  have  combined  projected  deficits 
of  $336.8  million  by  the  end  of  the  1995 
biennium,  as  Table  1  shows.  These  projected 
deficits  are  based  on  revenue  estimates  adopted 
by  the  Revenue  Oversight  Committee  and 
anticipated  spending  for  current  level  budgets. 
While  the  projections  include  funds  for  increased 
enrollment  in  public  schools  and  higher  human 
service  caseloads,  they  do  not  include  any  funds 
for  state  employee  pay  increases,  increased  school 
foundation  schedules,  provider  rate  increases,  or 
new  programs. 


Table   1 

Projected  Deficits   in  Major  State 

Accounts 

1995   Biennium 


Account 


Millions 


General   fund 

($157.6) 

School   equalization   account 

(67.8) 

Highways   account 

(11.7) 

Workers'   compensation   (old  fund) 

(99.7) 

Total 

($336.8) 

Long-Term   Problem 

Montana  is  not  alone  in  its  budget  problems. 
Governing  magazine  says  the  1990's  will  be  the 
"decade  of  red  ink  and  structural  deficits"  for 
state  governments  throughout  the  nation  as 
revenue  growth  fails  to  keep  pace  with  rising 
medical  costs,  prison  populations,  and  school 
enrollment  growth.  In  fiscal  1993,  general  fund 
expenditures  will  exceed  current  revenues  in  26 
states  (including  Montana).  Three  states  started 
fiscal  1993  with  negative  fund  balances  and  four 
states  project  general  fund  deficits  at  the  end  of 
fiscal   1993. 


Montana's  current  budget  problems  did  not 
develop  overnight.  The  state's  financial  situation 
has  been  worsening  for  a  decade.  A  significant 
structural  imbalance  between  revenues  and 
expenditures  in  these  accounts  has  been  growing 
throughout  the  period.  In  the  general  fund, 
expenditures  have  exceeded  revenues  for  8  of  the 
last  12  years,  as  Table  2  shows.  In  the  school 
equalization  account  (SEA),  expenditures  have 
exceeded  revenues  in  7  of  these  years.  To 
maintain  solvency  in  these  accounts  and  fund  the 
ongoing  costs  of  state  government  and  state 
support  for  public  schools,  the  legislature 
transferred  $107.1  million  from  other  accounts  to 
the  general  fund  and  SEA  during  the  period  1986 
through  1993.  In  addition,  a  number  of  "one- 
time" accelerations  of  revenue  collections--$17.0 
million  in  corporation  taxes,  $32.5  million  in 
individual  income  taxes,  $42.5  million  in 
additional  revenue  accruals-temporarily  increased 
revenues.  These  "one-time"  revenues  were  used 
to  fund  ongoing  expenses  of  state  government. 
As  a  result,  the  imbalance  between  current  level 
costs   and   available   revenues   grew. 

In  the  highways  state  special  revenue  account, 
expenditures  have  exceeded  revenues  in  7  of  the 
last  12  years.  While  the  legislature  increased 
motor  fuel  taxes  in  1983,1986,  and  1987  and 
allocated  12  percent  of  total  coal  tax  collections 
to  the  highway  program,  expenditures  have 
increased  more  quickly  than  revenues.  During 
the  last  two  biennia,  the  highway  program  has 
spent  an  average  $20  million  more  per  year  than 
revenue  collections.  In  order  to  match  the 
approximately  $55  million  per  year  additional 
federal  highway  funding  provided  to  Montana 
under  the  new  highway  act,  maintain  the 
Reconstruction  Trust  Fund  program,  and  preserve 
the  $20  million  working  balance  needed  for 
cashflow,  the  account  will  need  an  additional 
$11.7  million  in  revenues  during  the  1995 
biennium. 

The  unfunded  liability  in  the  old  fund  state 
workers'  compensation  program  has  increased  from 
$29  million  in  fiscal  1985  to  $407  million  in 
fiscal  1992.  The  old  fund  has  spent  the  entire 
proceeds  of  a  $142.1  million  bond  issued  in  fiscal 


Summary   7 


BUDGET  OUTLOOK,   1995  BIENNIUM 


General  Fund  Summai 

y 

Revenue  and  Disbursement  History 

Figures 

In  Millions 

F 

Annual 

Biennium 

Percent 

i 

Annual               Biennium 

Percent                Surplus/ 

Y 

Revenue 

Revenue 

Change 

Disburse.              Disburse. 

Change                 Deficit 

69 

566.707 

$63,790 

$2,917 

70 

74.627 

75.616 

(0.989) 

71 

78.011 

$152,637 

81.300 

$156,916 

(3.289) 

72 

95.177 

87.957 

7.220 

73 

112.570 

207.747 

36.10% 

94.739 

182.696 

16.43%                  17.830 

74 

131.757 

115.544 

16.213 

75 

L56.642 

288.398 

38.82% 

146.248 

261.791 

43.29%                  10.394 

76 

166.346 

166.341 

0.005 

77 

189.879 

356.225 

23.52% 

194.300 

360.641 

37.76%                   (4.421) 

78 

' 

203.245 

218.094 

(14.849) 

79 

233.361 

436.605 

22.56% 

228.763 

446.857 

23.91%                    4.597 

80 

' 

248.132 

238.168 

9.964 

81 

' 

282.527 

530.658 

21.54% 

264.552 

502.720 

12.50%                  17.975 

82 

320.259 

347.901 

(27.642) 

83 

313.575 

633.834 

19.44% 

332.610 

680.512 

35.37%                 (19.035) 

84 

330.305 

357.387 

(27.082) 

85 

364.522 

694.827 

9.62% 

380.359 

737.746 

8.41%                 (15.837) 

86 

348.434 

366.815 

(18.382) 

87 

345.174 

693.607 

-0.18% 

391.325 

758.140 

2.76%                 (46.151) 

88 

391.152 

370.853 

20.299 

89 

*  11.723 

802.875 

15.75% 

388.270 

759.123 

0.13%                  23.453 

90 

447.962 

432.323 

15.639 

91 

420.257 

868.218 

8.14% 

457.612 

889.935 

17.23%                 (37.356) 

92 

487.036 

523.072 

(36.0361 

P93 

513.986 

1,001.022 

i5io^ 

526.687" 

1.049.159 

17.89%                 (12.101) 

F94 

477.409 

574.807 

(97.398) 

F95 

492.314 

969.723 

-3.13% 

590.521 

1,165.328 

11.07%                 ( 98.207) 
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1992  and  has  borrowed  an  additional  $31.3 
million  from  the  new  fund.  Since  all  the 
collections  from  its  current  funding  source  are 
pledged  to  repay  the  bond  and  loans,  the  old 
fund  will  have  no  revenue  to  pay  the  $99.7 
million  projected  cost  of  claims  and  administrative 
costs  in   the   1995  biennium. 

The  new  fund  workers'  compensation  program 
increased  average  premium  rates  by  62  percent  in 
the  1993  biennium.  However,  its  actuary  reports 
that  premium  revenue  is  insufficient  to  build 
adequate  reserves,  resulting  in  a  growing 
unfunded  liability  in   this  program   as   well. 

Following  is  an  analysis  of  the  factors  causing 
the  structural  imbalance  in  each  of  these  four 
major  state   accounts. 

General  Fund 

As  the  fund  balance  sheet  on  the  next  page 
shows,  the  projected  cash  deficit  in  the  general 
fund  at  the  end  of  the  1995  biennium  is  $225.4 
million.  However,  included  in  this  total  is  a 
$67.8  million  supplemental  to  the  SEA.  Since 
the  projected  deficit  in  the  SEA  is  discussed 
below,  this  analysis  focuses  on  the  $157.6  million 
projected  cash  deficit  in  the  general  fund  prior  to 
the  SEA  supplemental.  (The  difference  between 
the   cash   and  fund  balances  is   discussed  below.) 

This  projection  of  the  general  fund  deficit  is 
based  on:  1)  the  revenue  estimates  adopted  by 
the  Revenue  Oversight  Committee;  2)  the  LFA 
current  level  budgets;  3)  historical  reversion 
rates;  and  4)  achieving  a  $0  cash  balance  at 
fiscal  year  end.  The  projected  deficit  does  not 
include  any  funds  for  state  employee  pay 
increases  or  new  programs.  This  projected  deficit 
equals  16.3  percent  of  anticipated  revenues  in  the 
1995  biennium. 


Graph  1  shows  general  fund  expenditures  for  the 
1995  biennium,  based  on  the  LFA  current  level. 
As  Graph  1  shows,  thirty-four  percent  of  the 
state  general  fund  budget  is  spent  on  education. 
Another  forty-three  percent  is  spent  in  human 
service  agencies:  the  departments  of  Social  and 
Rehabilitation  Services  (SRS),  Family  Services 
(DFS),  and  Corrections  and  Human  Services 
(DCHS).  Approximately  6  percent  is  spent  for 
statutory  appropriations  for  debt  service  on  state 
general  obligation  bonds,  personal  property  tax 
reimbursements  to  local  governments  and  schools, 
and  retirement  benefits  to  Montana  public 
employees  and  teachers.  Only  17  percent  of  the 
total  is  spent  for  the  30  remaining  state  agencies 
that  receive   general   fund   support. 


1995  Biennium  General  Fund 
Disbursements  By  Agency  -$1.172.6' 


(In  Millions) 


Higher  Education 
$250.4  21.4% 


DFS5RS 
$336.0  28.7% 


Other  Agencies  * 
$197.4  16.8% 


Excludes  Reversions 
'   Includes  Feed  Bill 


Corrections/H  Services 
$164.7  14.0% 


*"  Includes  $67.8  Million  Transferred  To  SEA. 


Statutory 
$73.4  6.3% 


K-12  Education*" 
$150.7  12.9% 


GRAPH  1 


Table  3  lists,  in  descending  order,  the  amount  of 
general  fund  received  by  agencies  and  programs 
in  the  1995  biennium  LFA  current  level.  As  the 
table  shows,  the  first  five  agencies  and  programs 
consume  77  percent  of  the  general  fund.  Funding 
for  items  9  through  40  is  equal  to  the  projected 
general   fund   cash    deficit  for  the    1995   biennium. 
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Estimated  General  Fu 

nd  Balance 

Figures 

In  Millions 

Actual 

Estimated 

Estimated 

Estimated 

Estimated 

Estimated 

Fiscal  1992 

riscal  1993 

Fiscal  1994 

Fiscal  1995 

FY  92-93 

FY  94-95 

Beginning  Fund  Balance 

$58,700 

$24,486 

$16,994 

($80,404) 

$58,700 

$16,994 

Receipts 

Estimated  Receipts 
Total  Available 

487.036 

513.986 

477.409 

492.314 

1,001.022 

969.723 

$545,736 

$538,472 

$494,403 

$411,910 

$1,059,722 

$986,717 

Disbursements 

General  Appropriations 

523.072 

429.143 

508.437 

518.022 

952.215 

1,026.459 

Appropriation  Transfers 

(1.849) 

(1.849) 

Governor  Elect  Appropriation 

0.050 

0.050 

Pay  Plan  Appropriations 

20.914 

20.914 

Statutory  Appropriations 

Property  Tax  Reimbursement 

19.339 

19.726 

20.120 

19.339 

39.846 

Debt  Service 
TRANS  Interest 

12.534 

10.531 

15.197 

12.534 

25.728 

3.924 

3.924 

Retirement  Benefits 

3.506 

3.769 

4.045 

3.506 

7.814 

Miscellaneous  Appropriations 

2.879 

2.879 

Continuing  Appropriations 

9.863 

9.863 

Supplemental 

All  Other  Agencies 

22.330 

22.330 

State  Equalization  Account 

1.441 

35.986 

31.800 

1.441 

67.786 

Feed  Bill 

5.425 

5.000 

5.425 

5.000 

Reversions 

Anticipated  Disbursements 

(3.412) 

(3.642) 

(3.663) 

(3.412) 

(7.305; 

$523,072 

$526,087 

$574,807 

$590,521 

$1,049,159 

$1,165,328 

Adjustments 

(2.058) 

(0.855) 

(2.913) 

Foundation  Program  Reversion 

Residual  Equity  Transfer 

3.880 

5.464 

9.344 

Ending  Fund  Balance 
Ending  Cash  Balance 

$24,486 
($22.2851 

$16,994 
($29,777) 

($80,404) 
($127,175) 

($178,611) 
($225,382) 

$16,994 
($29,777) 

($178,611' 

($225,382 
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Table  3 

1995  Biennium  General  Fund  Disbursements 

(LFA  Current  Level) 

Anticipated 

%Of 

Cumulative          C\ 

amulative 

Rank/ Agency /Purpose 

Disbursements 

Total 

Disbursements 

% 

1 

Social  &  Rehabilitation  Services 

$260,595,985 

22.22% 

$260,595,985 

22.22% 

2 

Higher  Education 

250,382,166 

21.35% 

510,978,151 

43.58% 

3 

Corrections  &  Human  Services 

164,701,766 

14.05% 

675,679,917 

57.62% 

4 

Public  Schools  * 

150,708,961 

12.85% 

826,388,878 

70.47% 

5 

Family  Services 

75,439,238 

6.43% 

901,828,116 

76.91% 

6 

Revenue 

43,420,054 

3.70% 

945,248,170 

80.61% 

7 

Property  Tax  Reimbursement 

39,846,000 

3.40% 

985,094,170 

84.01% 

8 

Justice 

26,894,613 

2.29% 

1,011,988,783 

86.30% 

9 

Debt  Service 

25,728,000 

2.19% 

1,037,716,783 

88.49% 

10 

State  Lands 

18,700,093 

1.59% 

1,056,416,876 

90.09% 

11 

Judiciary 

18,046,448 

1.54% 

1,074,463,324 

91.63% 

12 

Natural  Resources  &  Conservation 

10,375,645 

0.88% 

1,084,838,969 

92.51% 

13 

Retirement  Benefits 

7,814,000 

0.67% 

1,092,652,969 

93.18% 

14 

Office  of  Public  Instruction 

7,505,803 

0.64% 

1,100,158,772 

93.82% 

15 

Administration 

7,020,738 

0.60% 

1,107,179,510 

94.42% 

16 

Health  &  Environmental  Sciences 

6,616,383 

0.56% 

1,113,795,893 

94.98% 

17 

School  for  the  Deaf  &  Blind 

5,626,423 

0.48% 

1,119,422,316 

95.46% 

18 

Commerce 

5,441,618 

0.46% 

1,124,863,934 

95.93% 

19 

Governor's  Office 

5,048,068 

0.43% 

1,129,912,002 

96.36% 

20 

Feed  Bill 

5,000,000 

0.43% 

1,134,912,002 

96.78% 

21 

Legislative  Council 

4,948,118 

0.42% 

1,139,860,120 

97.21% 

22 

Public  Service  Regulation 

4,345,112 

0.37% 

1,144,205,232 

97.58% 

23 

Military  Affairs 

4,321,645 

0.37% 

1,148,526,877 

97.94% 

24 

State  Auditor 

4,285,698 

0.37% 

1,152,812,575 

98.31% 

25 

Historical  Society 

2,790,788 

0.24% 

1,155,603,363 

98.55% 

26 

Legislative  Auditor 

2,598,280 

0.227c 

1,158,201,643 

98.77% 

27 

Library  Commission 

2,328,265 

0.20% 

1,160,529,908 

98.97% 

28 

Agriculture 

1,942,467 

0.17% 

1,162,472,375 

99.13% 

29 

Secretary  of  State 

1,865,520 

0.16% 

1,164,337,895 

99.29% 

30 

Legislative  Fiscal  Analyst 

1,730,163 

0.15% 

1,166,068,058 

99.44% 

31 

Labor  &  Industry 

1,396,969 

0.12% 

1,167,465,027 

99.56% 

32 

Livestock 

1,148,509 

0.10% 

1,168,613,536 

99.66% 

33 

Crime  Control  Division 

948,664 

0.08% 

1,169,562,200 

99.74% 

34 

Fish,  Wildlife  and  Parks 

846,110 

0.07% 

1,170,408,310 

99.81% 

35 

Environmental  Quality  Council 

599,665 

0.05% 

1,171,007,975 

99.86% 

36 

Transportation 

461,689 

0.04% 

1,171,469,664 

99.90% 

37 

Highway  Traffic  Safety 

420,000 

0.04% 

1,171,889,664 

99.94% 

38 

Montana  Arts  Council 

262,874 

0.02% 

1,172,152,538 

99.96% 

39 

Commissioner  of  Political  Practices 

251,177 

0.02% 

1,172,403,715 

99.98% 

40 

Board  of  Public  Education 

229,268 

0.02% 

1,172,632,983 

100.00% 

Less  Reversions 

(7,305,000) 

(7,305,000) 

TOTAL 

$1,165,327,983 

count. 

$1,165,327,983 

*  Includes  $67,786  million  transferred  to  the  school  equalization  ac 
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Making  significant  reductions  in  general  fund 
expenditures  will  require  budget  cuts  in  human 
service  agencies  and  education,  since  they 
comprise  77  percent  of  general  fund  expenditures. 
As  detailed  below,  both  these  areas  are  consuming 
an  increasing,  rather  than  declining,  share  of 
general  fund  resources.  The  increasing  costs  of 
human  service  programs  and  education  reduce 
available  funding  for  other  general  fund  programs 
and  make  budget  reductions  in  these  areas 
especially   difficult. 

Human  services  benefits 

The  cost  of  human  service  benefits-medicaid, 
welfare,  foster  care,  mental  health,  developmental 
disabilities-is  growing  far  faster  than  state 
revenues.  For  example,  the  general  fund  cost  of 
primary  medicaid  (doctors,  hospitals,  and 
prescriptions)--has  grown  an  average  20  percent 
per  year  since  1989  and  is  projected  to  grow  an 
additional  22.5  percent  per  year  during  the  1995 
biennium.  Foster  care  costs,  which  totaled  $5.3 
million  in  fiscal  1985,  grew  to  $14.8  million  in 
fiscal  1992  and  are  projected  to  increase  to  $17.1 
million  in  fiscal  1995.  General  fund  costs  for 
welfare  benefits  are  projected  to  grow  5.8  percent 
per  year  during  the  1995  biennium.  Overall, 
state  costs  for  human  service  benefits  grew  an 
average  8  percent  per  year  in  the  period  fiscal 
1979  through  1991.  In  comparison,  general  fund 
revenue  growth  averaged  only  3  percent  per  year 
during  the  same  period. 

Since  many  of  the  human  service  benefit 
programs  are  entitlement  programs  under  federal 
and  state  law,  reducing  expenditures  will  require 
changes  in   these  laws. 

State  institutions  and  community  programs 

Human  service  agencies  also  provide  care  for 
Montanans  in  state  institutions  and  community 
programs.  The  cost  of  several  of  these  programs 
will  be  much  higher  in  the  1995  biennium.  The 
1991  Legislature  approved  the  construction  of  a 
new  veteran's  home,  a  324-bed  expansion  of  the 
men's  prison,  and  construction  of  a  120-bed 
women's   prison.      The   legislature   anticipated   that 


these     new     facilities     would  become     operational 

during    the    1995    biennium,  increasing    operating 

costs  by  approximately  $11.8  million  general  fund 
during  the    1995  biennium. 

Despite  the  downsizing  of  both  the  mens'  and 
women'  prisons  proposed  in  the  Stephens' 
Executive  Budget,  the  1995  biennium  operating 
costs  of  these  new  facilities  will  be  higher  than 
anticipated-$16.4  million  general  fund.  The 
executive  requests  $1.3  million  general  fund  to 
operate  the  new  Eastern  Montana  Veteran's  Home. 
While  the  executive  recommends  downsizing  the 
new  women's  prison  to  104  beds,  it  requests  $1.4 
million  general  fund  in  the  1995  biennium  to 
operate  this  new  facility.  To  eliminate  the  need 
for  the  expansion  of  the  men's  prison,  the 
Stephens'  budget  recommends  expanding  community 
corrections  programs  by  581  beds,  reducing 
existing  prison  beds  by  105,  and  building  a  "boot 
camp"  at  Swan  River  Forest  Camp.  The  cost  of 
these  initiatives  is  $13.7  million  general  fund 
during  the    1995  biennium. 

Education 

Increasing  enrollment  in  both  public  schools  (K-12) 
and  the  university  system  will  raise  costs,  even 
if  the  legislature  maintains  the  same  level  of  per 
pupil   support. 

Increased  K-12  enrollment  will  have  the  largest 
impact  on  the  state  budget.  The  Office  of  Public 
Instruction  (OPI)  is  projecting  that  enrollment  will 
increase  3.1  percent  in  fiscal  1994  and  0.9 
percent  in  fiscal  1995.  Simply  funding  the 
current  schedule  costs  for  the  additional  6,089 
students  will  result  in  increased  foundation 
program  costs  of  $37.7  million  for  the  biennium. 
While  the  foundation  program  is  primarily 
supported  by  the  SEA  (discussed  below),  the 
account  has  been  insolvent  since  fiscal  1990  and 
will  need  $67.8  million  additional  revenue  in  the 
1995  biennium  to  support  current  level 
expenditures.  Traditionally,  shortfalls  in  the  SEA 
have  been   met   with   general   fund   supplementals. 

Enrollment  in  the  university  system  is  also 
growing.        Under    the    current    funding    formula, 
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enrollment  in  fiscal  1991  and  1992  is  used  to 
determine  1995  biennium  budgets.  In  these  two 
fiscal  years,  enrollment  at  the  six  units  grew  4.3 
percent  and  4.0  percent  at  community  colleges. 
Maintaining  the  current  level  of  support  per 
student  for  this  increased  enrollment  will  cost 
$7.8  million  additional  general  fund  during  the 
1995  biennium. 

Statutory  appropriations 

In  the  last  two  biennia,  the  legislature  enacted 
two  new  programs  funded  with  statutory 
appropriations  from  the  general  fund.  During  the 
1995  biennium,  these  programs  will  cost  an 
estimated   $47.7   million. 

During  the  June  1989  special  session,  the 
legislature  reduced  the  tax  rate  on  most  personal 
property  to  9  percent  and  enacted  a  mechanism 
to  fund  local  governments  and  school  districts 
from  the  state  general  fund  for  the  property  taxes 
lost  as  a  result  of  this  tax  reduction.  No 
additional  revenue  was  allocated  to  the  general 
fund  to  pay  for  this  new  program.  State 
reimbursement  payments,  which  are  based  on  the 
current  year's  mill  levies,  have  been  growing  at 
about  2.7  percent  per  year.  The  estimated 
general  fund  cost  during  the  1995  biennium  will 
be  $39.8   million. 

In  response  to  federal  court  decisions  and 
resulting  state  litigation,  the  1991  Legislature 
began  imposing  state  income  taxes  on  retirement 
benefits  (above  allowable  exemptions)  received  by 
members  of  the  Public  Employees'  Retirement 
System  (PERS)  and  the  Teacher's  Retirement 
System  (TRS).  This  legislation  produces  about 
$14  million  per  year  in  increased  income  tax 
collections.  The  legislature  also  provided  for  a 
2.5  percent  annual  increase  in  benefits  for  PERS 
and  TRS  retirees  living  in  Montana.  These 
benefits,  which  are  growing  by  8.2  percent  per 
year,  are  funded  with  a  general  fund  statutory 
appropriation  anticipated  to  total  $7.8  million 
during  the    1995  biennium. 

Debt  service  on  state  obligation  bonds  is  also  paid 
through   statutory   appropriations  from   the  general 


fund.  Debt  service  will  be  an  estimated  $25.7 
million  during  the  1995  biennium.  In  fiscal  1993, 
a  portion  of  the  existing  bonds  was  refinanced, 
resulting  in  $2.5  million  less  debt  service  costs 
for  the  1995  biennium.  However,  the  1991 
Legislature  approved  issuance  of  up  to  $61.3 
million  in  additional  bonds  to  finance  construction 
of  the  new  women's  prison,  expansion  of  the 
men's  prison,  two  university  buildings,  and  an 
armory.  Even     with     the     "downsized"     prison 

projects  proposed  in  the  Stephens'  Executive 
Budget,  the  debt  service  for  the  bonds  issued  to 
build  these  buildings  will  increase  general  fund 
costs   by   $2.4   million    during   the    1995   biennium. 

Other  general  fund  programs 

As  a  result  of  the  growth  in  human  service 
programs,  education,  and  statutory  appropriations, 
other  programs  supported  from  the  general  fund 
have  received  a  declining  share  of  the  total. 
While  state  agencies'  personal  services  costs  grew 
by  over  5  percent  per  year  during  the  period 
fiscal  1985  through  fiscal  1991,  general  fund 
expenditures  for  operations  and  equipment 
expenditures  actually  decreased  during  the  period. 
General  fund  spent  for  communications,  travel, 
utilities,  repair  and  maintenance,  and  equipment 
were  all  less  in  fiscal  1991  than  the  amount 
spent  in   fiscal    1985,   as  Table  4   shows. 


Table  4 

Comparison   of  General 

Fund 

Expenditures,   FY85 

and 

FY91 

(Millions) 

FY85 

FY91 

Difference 

Communications 

$4.2 

$4.1 

($0.1) 

Travel 

3.3 

2.6 

(0.7) 

Utilities 

3.3 

2.9 

(0.4) 

Repairs  & 

2.2 

2.2 

0.0 

maintenance 

Equipment 

4.4 

3.1 

(1.3) 

Summary   13 


BUDGET  OUTLOOK,   1995  BIENNIUM 


Cashflow  problems 

During  the  1993  biennium,  the  general  fund 
experienced  serious  cashflow  problems,  due  to 
large  outstanding  loans  to  other  accounts,  large 
revenue  accruals,  and  declining  revenue  collections. 
Ensuring  adequate  cashflow  in  the  general  fund 
and  other  large  state  accounts  will  be  a  major 
concern  in   the   1995  biennium. 

Like  many  states,  Montana  issues  Tax  and 
Revenue  Anticipation  Notes  (TRANS)  each  fiscal 
year  to  assist  in  general  fund  cashflow 
management.  These     notes     are     designed     to 

supplement  cashflow  by  providing  cash  to  cover 
expenditures  until  anticipated  revenue  is  received 
later  in  the  fiscal  year.  TRANS  cannot  be  used 
to  finance  deficit  spending.  Under  Montana  law, 
TRANS  must  be  repaid  within  the  fiscal  year  and 
its  proceeds  used  "for  the  purposes  and  within 
the  amount  of  appropriations  made  for  the  fiscal 
year."  Article  VIII,  section  8  of  the  Montana 
constitution  states:  "No  state  debt  shall  be  created 
to  cover  deficits  incurred  because  appropriations 
exceeded   anticipated   revenues." 

During  the  1993  biennium,  the  size  of  the 
TRANS  issues  grew  dramatically,  reflecting  the 
worsening  cash  position  of  the  general  fund  and 
SEA.  Table  5  shows  the  amount  of  TRANS 
issued  since  fiscal  1985.  The  fiscal  1993  TRANS 
is  60  percent  larger  than  the  fiscal   1992  TRANS. 


Table  5 

TRANS 

Issued, 

FY85-93 

Amount 

(Millions) 

Issue 

FY85 

$38.0 

FY86 

46.0 

FY87 

83.2 

FY88 

56.0 

FY89-91 

0.0 

FY92 

85.0 

FY93 

135.6 

In  order  to  repay  the  fiscal  1992  TRANS,  the 
Department  of  Administration  (DofA)  borrowed 
$60.0  million  from  the  highways  account.  While 
$14.0  million  of  this  loan  was  repaid  in  July,  the 
remaining  $46.0  million  could  not  be  repaid  until 
the  fiscal  1993  TRANS  were  issued  and  the 
proceeds  deposited  in  the  general  fund.  A  similar 
loan  will  be  needed  to  repay  the  fiscal  1993 
TRANS.  DofA  projects  that  the  general  fund  will 
need  a  $7.6  million  loan  from  the  highways 
account  on  June  30,  1993,  to  repay  the  TRANS. 
However,  the  general  fund's  cash  position  will 
worsen.  By  the  third  week  in  July,  the  general 
fund  will  have  a  $29.8  million  cash  deficit.  A 
key  factor  in  this  projected  fiscal  year-end  deficit 
is  the  delayed  fiscal  1993  school  foundation 
payment  approved  during  the  July  1992  special 
session.  To  ease  fiscal  1993  cashflow,  a  $38.6 
million  payment  was  delayed  from  June  until  July 
15,  1993.  Since  the  SEA  will  have  insufficient 
cash  to  make  the  payment,  it  will  require  a  loan 
from   the   general   fund. 

The  projected  cash  deficit  at  the  end  of  fiscal 
1993  demonstrates  the  general  fund's  cashflow 
problem.  While  the  fund  balance  will  be  positive 
$17.0  million,  the  cash  balance  will  be  $46.8 
million   lower   (negative   $29.8   million). 

A  fund  balance  is  an  accounting  calculation  that 
includes  all  assets  (cash,  interentity  loans,  and 
accounts  receivable)  minus  liabilities  (accounts 
payable  and  outstanding  loans).  A  cash  balance 
reflects  actual  cash  on  hand  in  the  account. 
While  there  will  always  be  some  difference 
between  fund  and  cash  balances,  the  "gap" 
between  the  fund  and  cash  balance  in  the  general 
fund  grew  during  the  1993  biennium  for  two 
reasons: 

1)  To  help  solve  fiscal  1992  cashflow  problems, 
the  executive  accrued  additional  revenues.  When 
the  legislature  mandated  state  accounting  in 
accordance  with  Generally  Accepted  Accounting 
Principles  (GAAP),  the  state  adopted  a  "modified" 
accrual  system  under  which  some  revenues  that 
are  anticipated  but  not  yet  received  and  some 
expenditures  which  are  anticipated  but  not  yet 
paid    are   accrued.       In    fiscal    1992,    the    executive 


Summary   14 


BUDGET  OUTLOOK,   1995  BIENNIUM 


expanded  accruals  to  include  in  the  fund  balance 
revenues  collected  within  two  months  after  the 
fiscal  year  ended.  However,  the  cash  reflected  in 
these  accruals  is  not  received  for  up  to  60  days. 
This  accounting  change  resulted  in  additional 
general  fund  accruals  of  $32.0  million  in  fiscal 
1992. 

2)  Counted  as  assets  in  fund  balance  for  the 
general  fund  are  loans  to  other  state  accounts 
that  will  not  be  repaid  for  many  years.  For 
example,  the  1991  Legislature  authorized  a  $4.9 
million  general  fund  loan  to  finance  the  natural 
resource  damage  litigation  in  the  Department  of 
Health  and  Environmental  Sciences  (DHES).  This 
loan  is  to  be  repaid  with  interest  from  any 
settlements  resulting  from  the  litigation.  DHES 
staff  estimate  that  repayment  is  unlikely  before 
fiscal  1995  and  may  not  occur  until  fiscal  1997. 
Similarly,  the  SEA  required  a  general  fund  loan 
for  23  of  the  last  24  months  and  will  need  loans 
for  the   remainder  of  fiscal    1993. 

These  cashflow  problems  will  continue  in  the  1995 
biennium.  The  fund  balance  for  the  general  fund 
will  count  the  $26.5  million  ongoing  loan  to  the 
SEA  as  an  asset,  but  there  will  be  insufficient 
cash  in  the  SEA  to  repay  the  loan.  Revenue 
accruals  will  exceed  cash  in  hand.  As  a  result, 
the  cash  balance  in  the  general  fund  will 
continue  to  be  $46.8  million  lower  than  the  fund 
balance.  In  balancing  the  1995  biennium  budget, 
the  legislature  will  have  to  ensure  that  the  cash 
balance  in  the  general  fund  is  sufficient  to  fund 
appropriated  expenditures  and  repay  TRANS  at 
the  end  of  each   fiscal  year. 

School   Equalization  Account 

In  addition  to  the  $150.7  million  of  general  fund 
for  state  support  of  K-12  education  for  the   1995 


biennium  shown  in  Table  3,  $771.9  million  is 
spent  from  the  school  equalization  account  (SEA), 
as  Graph  2  shows.  In  the  1995  biennium, 
maintaining  the  current  level  of  state  support  for 
K-12  education  will  consume  47  percent  of  the 
combined   general  fund   and   SEA. 


1995  Biennium  General  Fund/SEA 
Disbursements  By  Type  -  $1.944.6 

(In  Millions) 


Si.  Agency  Operations 
$395  20.3' 


K-1 2  G  Fund/SEA 
$922.6  47.4% 


Pass-Throughs  * 
$298.2  15.3% 


Higher  Education 
$250.4  12.9% 
'  Benefits,  Grants  &  Local  Assistance 
"  Statutory  Appropriations  &  Feed  Bills 


Other  *• 
$78.4  4.0% 


GRAPH 2 


The  SEA  receives  funds  from:  1)  interest  and 
income  from  school  lands;  2)  the  40  mill 
statewide  equalization  and  55  mill  county 
equalization  mill  levies  on  all  taxable  property  in 
the  state;  3)  federal  mineral  royalty  revenues;  4) 
a  portion  of  the  collections  from  the  individual 
income  tax,  corporation  tax,  coal  severance  tax, 
and  lottery;  and  5)  15  percent  of  the  interest 
earned  on  the  permanent  coal  tax  trust  and  all 
the  interest  earned  on  the  local  impact  account 
and  the  SEA  itself.  The  table  on  the  next  page 
shows  projected  current  level  revenues  and 
expenditures  from  the  SEA  in  the  1995  biennium. 
It  also  shows  the  outstanding  loan  balance  due  to 
the  general  fund. 
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Estimated  School  Equalization  Fund  Balance 
Figures  In  Millions 


Actual  Estimated         Estimated         Estimated         Estimated         Estimated 

Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1995        FY  92-93         FY  94-95 


Beginning  Fund  Balance 

Receipts 

Estimated  Receipts 

Total  Available 

Disbursements 

Current  Level  Schedules 
Guaranteed  Tax  Base 
Transportation  Costs 
Telecommunications  Network 

Anticipated  Disbursements 

Adjustments 

Residual  Equity  Transfer 

General  Fund  Transfer 

Ending  Fund  Balance 

Ending  Cash  Balance 

Outstanding  Loan  Balance 


$8,474 


387.675 


$2,552 


397.069 


$0,000 


381.714 


$0,000 


390.223 


$8,474 


784.744 


$396,149 


347.866 

46.138 

3.908 

0.147 


$399,621 


353.198 

47.001 

3.914 

0.151 


$381,714 


363.899 

49.887 

3.914 


$390,223 


367.226 

50.883 

3.914 


$793,218 


701.064 

93.139 

7.822 

0.298 


$398,059 
(7.638) 
12.100 
$2.552 
$3.026 
$26.935 


$404,264 

3.202 
1.441 

$0.000 

$0.000 

$26.461 


$417,700 

35.986 

$0.000 

$0.000 

$26.461 


$422,023 

31.800 

$0.000 

$0.000 

$26.461 


$802,323 

-7.638 

3.202 

13.541 


$0.000 
$26.461 


$0,000 


771.937 


$771,937 


731.125 

100.770 

7.828 


$839,723 

67.786 

$0.000 

$0.000 

$26.461 


Foundation  Program  Revenue  Analysis 
Contribution  By  Major  Component  FY  94-95 


Corporation  (43%) 
Natural  Resources  (7.0%) 


Interest  (11.9%) 


Income  (24.7%) 


Other  (2.0%) 


Properly  (50  1%) 
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The  new  school  equalization  progTam  which  went 
into  effect  in  fiscal  1991  was  intended  to  be 
funded  entirely  from  the  SEA.  However,  this 
account  became  negative  five  months  after  the 
new  program  went  into  effect  and  has  remained 
solvent  only  through  general  fund  supplementals. 
Under  the  new  school  equalization  program,  state 
costs  grew  by  over  $110  million  per  year,  but 
only  $80  million  in  additional  revenue  was 
allocated   to  the   SEA  to   support  these  increased 


expenditures.  The  additional  revenue  includes:  1) 
the  proceeds  of  the  new  40  mill  levy  (which 
raises  approximately  $73  million  per  year);  and  2) 
15  percent  of  the  permanent  coal  trust  interest 
(approximately  $7  million  per  year)  which  was 
diverted  from  the  general  fund  to  the  SEA 
Table  6  shows  the  gap  between  revenues  and 
expenditures  in  the  SEA  since  fiscal  1991  and  the 
projections  for   the    1995   biennium. 


Table   6 
Structural   Imbalance   in   the 
FY   1991-1995   (Millions) 

SEA 

Fiscal 

Revenues* 

Expenditures 

Difference 

1991 

$379.4 

$391.5 

($12.1) 

1992 

380.0 

398.1 

(18.1) 

1993** 

400.3 

404.3 

(4.0) 

1994** 

381.7 

417.7 

(36.0) 

1995** 

390.2 

422.0 

(31.8) 

*Includes  adjustments 
**Estimated  based  on 

and   residual   equity 
current  foundation 

transfers 
schedules  and 

Revenue 

Oversight 

Committee 

estimates 

During  the  January  and  July  1992  special 
sessions,  the  legislature  narrowed  the  gap  between 
revenues  and  expenditures  in  the  SEA  by 
enacting  a  number  of  "one-time"  revenue  increases, 
fund  balance  transfers,  and  expenditure  reductions. 
However,  the  account  remains  structurally 
imbalanced  and  the  projected  increase  in  K-12 
enrollment  will  further  strain  the  account. 
Simply  funding  the  current  level  foundation 
schedules  will  cost  $67.8  million  more  than 
projected  revenues.  The  projected  deficit  is  equal 
to   8.8   percent  of  anticipated   biennial   revenues. 

The  insolvency  of  the  SEA  compounds  the  general 
fund's  cashflow  problems.  Since  November  1990, 
the  SEA  has  required  substantial  loans  from  the 
general  fund,  ranging  from  $8.6  million  to  $75.1 
million.  While  the  SEA  was  able  to  bring  its  loan 
balance  to  $0  in  August  1992,  it  required  a 
general  fund  loan  the  next  month,  and  DofA 
projects  that  its  loan  balance  will  climb  to  $56.7 


million  by  May  1993.  The  continuing  general 
fund  loan  to  the  SEA  is  one  of  the  primary 
reasons  for  the  large  gap  between  cash  and  fund 
balances   in   the   general   fund. 

The  gap  between  cash  and  fund  balances  could  be 
reduced  in  fiscal  1993  by  using  the  unexpended 
general  fund  supplemental  to  the  SEA  to  repay 
a  portion  of  the  loan.  During  the  July  1992 
special  session,  the  legislature  increased  the 
general  fund  supplemental  to  the  SEA  to  $32 
million  to  offset  revenue  shortfalls  and  enrollment 
increases.  However,  county  equalization  revenues 
have  been  higher-than-anticipated,  reducing  the 
needed  supplemental  to  $18.4  million.  In  the 
LFA  and  executive  fund  balances,  this  unneeded 
supplemental  is  reverted  to  the  general  fund  in 
fiscal       1993.  If      some      of      the      unneeded 

supplemental  funds  were  used  to  repay  a  portion 
of  the  loan,  the  fund  balance  in  the  general  fund 
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would  be  reduced,  bringing  it  nearer  the  cash 
balance. 

Highways  Account 

Based  on  current  level  expenditures,  the  combined 
highways  account  will  have  a  positive  fund 
balance  of  $8.3  million.  However,  the  Department 
of  Transportation  states  that  the  account  must 
maintain  a  minimum  $20  million  fund  balance  in 
order  to  ensure  that  sufficient  cash  will  be 
available  throughout  the  year.  Based  on  cashflow 
needs,  funding  current  level  programs  will  create 
an  $11.7  million  cash  deficit  in  the  account  by 
the   end   of  the   1995  biennium. 

State  motor  fuel  taxes,  gross  vehicle  weight 
(GVW)  taxes,  and  12  percent  of  total  coal 
severance  tax  collections  are  allocated  to  the 
combined  highways  account.  These  revenues  are 
used  to  match  federal  highway  funds,  construct 
and  maintain  state  roads,  provide  pass-through 
funds  to  local  governments,  and  fund  the  highway 
patrol.  While  the  1983  Legislature  significantly 
increased  revenues  flowing  into  the  highways 
account  by  raising  motor  fuel  taxes  and  allocating 
a  portion  of  coal  severance  taxes  to  the  highway 
program,  it  also  increased  expenditures  by  creating 
the  100  percent  state-funded  Reconstruction  Trust 
Fund  (RTF)  program,  increasing  fuel  tax  revenue 
passed  through  to  local  governments,  and 
authorizing  a  $150  million  bonding  program  to 
fund  the  accelerated  completion  of  the  interstate 
program  and  to  provide  initial  funding  for  the 
RTF.  By  fiscal  1985,  expenditures  were  exceeding 
revenues. 

The  structural  imbalance  between  revenues  and 
expenditures  was  compounded  during  the  July 
1986  special  session.  To  help  address  the  $100 
million  general  fund  deficit  projected  for  fiscal 
1987,  the  legislature  diverted  two  sources  of 
revenue  (interest  earnings  and  federal  mineral 
royalties)  from  the  highways  account  to  the 
general  fund  and  SEA  and  switched  funding  for 
the  highway  patrol  operating  costs  from  the 
general  fund  to  the  highways  account.  While  the 
legislature  partially  offset  the  impact  of  these 
changes  on  the  highways  account  with  a  two  cent 


gas  tax  increase  beginning  in  fiscal  1987  and  an 
additional  three  cent  tax  increase  on  both  gas 
and  diesel  fuels  beginning  in  fiscal  1988, 
expenditures  from  the  account  began  to  exceed 
revenues  again  in  fiscal  1990.  In  fiscal  1991, 
expenditures   exceeded   revenues   by   $39.1   million. 

The  demands  on  the  highways  account  will 
increase  in  the  1995  biennium  under  the  1991 
federal  transportation  act.  This  six-year  highway 
program  act  changed  both  the  methods  of  funding 
and  managing  state  highway  construction 
programs.  The  new  act  requires  more  state 
match  funds  to  support  an  expanded  federal  aid 
program  and  establishes  several  new  non- 
construction  programs  requiring  state  match  funds. 
While  Montana  will  receive  approximately  $55 
million  more  federal  highways  funds  annually 
during  fiscal  1992  through  1998  under  the  act, 
the  state  will  be  required  to  provide  matching 
funds. 

The  Stephens'  Executive  Budget  recommends  a 
five  cent  motor  fuels  tax  increase  to  keep  the 
highways  account  solvent  during  the  1995 
biennium.  However,       it      also      recommends 

transferring  $14.2  million  of  funding  for  the  Motor 
Vehicles  Division  from  general  fund  to  highways 
account  and  earmarking  part  of  the  increased  fuel 
tax  to  fund  state  parks.  As  a  result,  the 
structural  imbalance  in  the  account  would 
continue.  Under      the       executive       proposal, 

expenditures  would  exceed  revenues  by  $45.0 
million  during  the  1995  biennium.  By  fiscal 
1996,  the  highways  account  would  again  be  in  a 
deficit  position. 

Workers'   Compensation  Funds 

In  the  May  1990  special  session,  the  legislature 
separated  the  state-run  workers'  compensation 
program  into  two  accounts  managed  by  the  State 
Fund: 

1)  the  "old  fund",  which  assumed  the  liability  for 
injuries  occurring  before  July  1,  1990  to  workers 
who   were   covered  under  the   state   program;   and 
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2)  the  "new  fund",  which  is  responsible  for 
injuries  of  insured  workers  occurring  after  June 
30,   1990. 

The  old  fund  is  projected  to  run  out  of  cash  to 
pay  claims  in  July  1993.  Approximately  $99.7 
million  of  additional  revenue  will  be  necessary  to 
pay  claims  and  administrative  costs  during  the 
1995  biennium.  The  collections  from  the  0.28 
percent  payroll  tax  dedicated  to  support  this  fund 
is  pledged  through  2020  to  repay  a  $142.1  million 
bond  issued  in  fiscal  1992  and  a  $31.3  million 
loan  received  in  fiscal  1993  when  the  proceeds 
from  the  bond   issue   were   exhausted. 

The  State  Fund  has  increased  average  premiums 
by  62  percent  during  the  last  two  years  to 
support  the  new  fund.  Despite  this  increase,  the 
State  Fund's  actuary  calculates  that  premium 
revenue  in  the  new  fund  is  insufficient  to  build 
adequate  reserves  to  pay  future  claims.  As  a 
result,  the  new  fund  has  a  growing  unfunded 
liability. 

During  the  last  three  biennia,  the  legislature  has 
been  faced  with  two  major  worker's  compensation 
issues:  growth  in  the  unfunded  liability  for  past 
injuries  and  the  need  for  large  premium  increases 
to  keep  the  reserves  for  current  and  future 
injuries  actuarially  sound.  The  unfunded  liability 
(which  represents  in  current  dollars  the  amount 
the  State  Fund  needs,  but  does  not  have,  to  pay 
claims  for  injuries  that  occurred  prior  to  fiscal 
1991  to  workers  insured  under  the  state  plan) 
has  grown  from  $29  million  in  fiscal  1985  to 
$407  million  in  fiscal  1992.  Premium  increases 
for  current  coverage  paid  by  Montana  employers 
have  averaged  over  20  percent  per  year  for  the 
last  several  years. 

The  legislature  has  taken  a  number  of  steps  to 
address   these   problems: 

1)  The  1987  Legislature  passed  a  major  "reform 
package",  which  redefined  the  benefits  covered  by 
workers'  compensation  insurance  and  placed  certain 
restrictions  on  lump  sum  benefits.  It  also 
imposed  a  0.3  percent  payroll  tax  on  the  gross 
payrolls  of  all  Montana  employers  (including  those 


not  insured  under  the  state  workers'  compensation 
program)  for  the  period  fiscal  1987  through  fiscal 
1991   to  help   reduce   the   unfunded   liability. 

2)  The  1989  Legislature  created  the  State  Fund 
by  reorganizing  the  former  Worker's  Compensation 
Division  into  a  public  corporation  under  the 
control  of  a  board  appointed  by  the  Governor. 
The  State  Fund  was  exempted  from  the  state 
employee  classification  plan  and  certain  other 
rules  governing  state  agencies,  to  allow  it  to 
operate  in  a  manner  similar  to  the  operations  of 
a   private   insurance   company. 

3)  During  the  June  1989  special  session,  the 
legislature  transferred  $20  million  general  fund  to 
the  State  Fund  account  to  avoid  large  premium 
increases  for  fiscal    1990. 

4)  During  the  May  1990  special  session,  the 
legislature  split  the  state  workers'  compensation 
program  into  the  old  fund  and  the  new  fund. 
The  old  fund  assumed  the  existing  assets  of  the 
State  Fund  (minus  $12  million)  and  the  unfunded 
liability  for  pre- 1991  claims.  This  unfunded 
liability  was  to  be  paid  off  with  the  proceeds  of 
the  payroll  tax,  which  was  reduced  to  0.28 
percent  but  extended  indefinitely.  The  new  fund 
started  "fresh"  with  $12  million  in  assets  from 
the  old  fund  and  no  unfunded  liability.  It  is 
entirely  supported  by  premiums  from  businesses 
purchasing  state  coverage.  Current  law  requires 
the  State  Fund  to  set  premium  rates  high  enough 
to  keep   the   new   fund   actuarially   sound. 

5)  The  1991  Legislature  authorized  the  Board  of 
Investments  to  issue  up  to  $220  million  of 
revenue  bonds  (secured  by  payroll  tax  collections) 
to  retire  the  old  fund's  unfunded  liability.  In 
July  1991,  the  board  issued  $142.1  million  of 
bonds,  with  a  maturity  date  of  June  2020.  The 
legislature  envisioned  that  the  bond  proceeds 
would  be  used  to  fund  "lump  sum"  settlements  in 
many  outstanding  injury  cases,  resulting  in  lower 
long-term  costs  and  a  significant  reduction  in  the 
unfunded   liability. 

The  anticipated  reduction  in  the  unfunded  liability 
did    not   occur.      When    the   old   fund   was   created 
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in  fiscal  1990,  the  State  Fund  actuary  estimated 
that  the  total  cost  of  claims  for  pre- 1991 
accidents  would  be  $375.5  million.  Two  years' 
later,  the  actuarial  estimate  of  the  remaining  total 
cost  is  $407  million,  despite  the  fact  that  $164 
million  of  old  fund  claims  were  paid  during  this 
period.  The  proceeds  of  the  $142.1  million  bond 
issue  have  been  spent  (other  than  an  $11.5 
million  bond  reserve  dedicated  to  repayment  of 
the  bonds).  However,  the  unpaid  balance  due  on 
the  bond  is  $140.2  million.     In  addition,  the  old 


fund  has  borrowed  $31.3  million  from  the  new 
fund  to  pay  claims  through  the  remainder  of 
fiscal    1993. 

As  Table  7  shows,  under  current  projections  the 
old  fund  will  need  $99.7  million  in  additional 
revenue  during  the  1995  biennium  to  pay 
anticipated  claims  and  administrative  costs.  All 
the  revenue  from  the  current  payroll  tax  will  be 
needed  to  pay  debt  service  on  the  existing  bond 
and  begin  repayment  of  the  $31.3  million  loan 
from   the   new   fund. 


Table  7 

Old  Fund 

Cashflow 

(Millions) 

FY91 

FY92 

FY93 

FY94 

FY95 

Beginning  Balance 

$30.9 

$0.1 

$42.1 

$0.0 

($54.2) 

Revenues 

Payroll  Tax 

12.8 

14.1 

14.2 

14.9 

15.7 

Other 

25.9 

5.0 

0.5 

Loans   From   New   Fund 

32.0 

7.0 

31.3 

Bond  Proceeds 
Total  Revenues  Available 

136.0* 
$162.2 

$101.6 

$88.1 

$14.9 

($38.5) 

Disbursements 

Benefit  Payments 

$97.9 

$66.3 

$62.5 

$51.3 

$43.1 

Bond   Debt  Service 

11.0 

11.3 

11.3 

11.3 

Repayment  To  New   Fund 

39.0 

3.2 

3.7 

4.2 

State   Fund  Administration 

3.6 

2.9 

2.7 

2.5 

2.3 

Transfers  to   Other  Funds 

0.6 

DOR  Administrative   Costs 
Total   Disbursements 

0,3 
$120.1 

04 
$80.1 

03 
$69.1 

03 
$61.2 

$101.5 

Surplus/(Deficit) 

$0.1 

$42.1 
reserves 

$8.0** 

($54.2) 

($99.7) 

*Excludes  closing  costs  and  a 

portion 

of  the  bond 

**Includes  bond  reserves  that 

are   unavailable  for  ] 

sayment  of  claims  and   adm 

inistrative 

costs. 

Source:      State  Fund  and  Office  of  th< 

i   Legislative 

Auditor 
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The       Joint      Select      Committee       on       Workers' 
Compensation,   an   interim   legislative   committee 
authorized  by  the  1989  and  1991  Legislatures,  has 
recommended   legislation   to: 

1)  require  the  executive  branch  to  negotiate  and 
sign  a  contract  with  a  private  insurance  firm  to 
administer  the  old  fund  claims  and  assume  its 
liabilities  up  to  $490  million.  A  private  firm  has 
offered  to  assume  these  responsibilities  for  $400 
million,  with  $100  million  payable  in  the  1995 
biennium. 

2)  impose  a  payroll  tax  of  up  to  1  percent  on 
both  employers  and  employees  (or  "other  suitable 
funding  source")  to  finance  the  payment  to  the 
private  firm. 

3)  make  the  State  Fund  subject  to  regulation  by 
the  Insurance  Commissioner  but  exempt  it  from 
the  legislative  appropriation  process  and  the 
Montana  Administrative   Procedures  Act. 

The  Stephens'  Executive  Budget  recommends 
legislation  to: 

1)  authorize  the  Governor  to  negotiate  for  the 
purchase  of  reinsurance  for  the  old  fund  liabilities 
"if  [it]   is  in   the  best  interest  of  the   state";   and 


2)  establish  an  equal  payroll  tax  on  both 
employers  and  employees  of  between  0.36  percent 
and  0.62  percent  to  fund  the  retirement  of  the 
old  fund  liability. 

Based  on  current  revenue  estimates,  a  1  percent 
payroll  tax  would  raise  approximately  $218.2 
million  during  the  1995  biennium.  As  Table  8 
shows,  $109.1  million  of  this  would  be  paid  by 
employees.  Employers  would  pay  $78.5  million  in 
addition  to  the  $30.6  million  in  payroll  tax  that 
they  are   currently   paying. 

The  proposed  payroll  tax  represents  a  significant 
tax  increase  for  both  employees  and  employees. 
It  is  equal  to  a  16  percent  surtax  on  individual 
income  tax.  The  tax  increase  on  employers  is 
equal   to   a   64   percent  surtax   on   corporation   tax. 


Table  8 

Estimated   Collections   From 

1%   Payroll 

Tax 

1995   Biennium 

Millions) 

FY94 

FY95 

Employers 

Current   tax             (0.28%) 

$14.9 

$15.7 

Tax   increase           (0.72%) 

38.2 

40.3 

Employees                     (1.00%) 

53.1 

56.0 

Total 

106.2 

112.0 

Conclusion 

The  1993  Legislature  will  have  to  enact 
significant  revenue  increases,  make  significant 
budget  reductions,  and/or  transfer  substantial 
amounts  from  other  state  accounts  to  balance  the 
state  budget  for  the  1995  biennium.  Balancing 
the  state  budget  will  require  attention  to  the 
general  fund  cash  balance,  as  well  as  the  fund 
balance,  to  ensure  that  the  state's  financial 
obligations  (including  repayment  of  TRANS)  can  be 
met. 

While  addressing  the  $336.8  million  projected 
deficit  in  the  four  major  state  accounts  will  be 
difficult,  ending  the  decade-long  imbalance  between 
revenues  and  expenditures  and  providing  a  stable 
long-term  budget  base  for  future  biennia  will  be 
even   more   challenging  for  several   reasons: 

1)  Any  fund  balance  transfers  used  to  fund 
ongoing  state  government  costs  in  the  1995 
biennium  budget  will  not  contribute  to  ending  the 
current   structural   imbalances. 

2)  "Spending  down"  fund  balances  (such  as  in  the 
highway  account)  to  finance  1995  biennium 
expenditures  will  continue  the  imbalance  into  the 
next  biennium. 

3)  Costs  of  several  programs  will  be  much  higher 
in  the  1997  biennium  than  in  the  1995  biennium. 
For  example,  the  new  veteran's  home,  new 
women's       correctional       facility,       and       proposed 
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expansion  in  community  corrections  for  male 
offenders  have  relatively  small  costs  in  fiscal  1994 
because  they  become  fully  operational  in  fiscal 
1995.  The  1997  biennium  costs  of  these 
programs  will  be  almost  double  the  1995 
biennium  costs.  Similarly,  debt  service  costs  for 
new  construction  will  be  an  estimated  $3.0  million 
higher  in  the  1997  biennium,  since  the  bonds  for 
prison  construction  and  university  buildings  won't 
be  issued  until   late  in   fiscal    1994. 

4)  The  cost  of  human  service  benefits  is  growing 
much  faster  than  any  state  revenue  sources.  For 
example,  primary  care  medicaid-the  state's  single 
largest  benefit  expenditure-is  projected  to  increase 
22.5  percent  per  year  during  the  1995  biennium. 
In  contrast,  general  fund  and  SEA  revenues  (after 
adjusting  for  large  "one-time-only"  collections  in 
the  1993  biennium)  are  anticipated  to  grow  3.0 
percent  per  year  during  the  1995  biennium.  The 
primary  medicaid  program  alone  will  consume  12.0 
percent  of  total  general  fund  revenues  in  fiscal 
1995. 


includes  both  human  service  benefits  and  workers' 
compensation  benefits-will  account  for  41.2  percent 
of  all  budgeted  expenditures  (excluding  the 
university  system),  up  from  36.4  percent  in  the 
1993     biennium.  In      contrast,      state      agency 

operational  budgets  (personal  services,  operating, 
and  equipment)  will  decrease  from  51.6  percent  of 
total  spending  in  the  1993  biennium  to  47.5 
percent  in   the    1995   biennium. 

The  second  graph  shows  how  growth  in  benefits 
dwarfs  all  other  state  government  costs.  In  the 
1995  biennium,  the  cost  of  maintaining  current 
level  operations  in  state  government  (excluding  the 
university  system)  will  increase  $424.4  million  or 
15.0  percent  from  the  1993  biennium.  The 
increase  in  benefits  and  claims  is  responsible  for 
73  percent  of  this  amount  or  $310.6  million.  In 
contrast,  state  agencies'  operational  budgets 
(personal  services,  operating,  and  equipment) 
increase  only  $88.3  million  and  account  for  only 
21  percent  of  the  increase  between  the  two 
biennia. 


The  tables  and  graphs  on  the  next  two  pages 
illustrate  how  benefit  increases  are  consuming  a 
growing  share  of  state  resources.  The  first  table 
and  graph  show  that  in  the  1995  biennium, 
current  level  budget  benefits   and   claims-which 


Clearly,  the  state  budget  cannot  attain  long-term 
balance  if  large  expenditure  areas  such  as  benefits 
continue   to  grow  faster  than   revenue   sources. 
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All  Budgeted  Funds  (Excludes  University  System) 
Fiscal  Year  Comparisons 

Figures  In  Millions 


Expenditure  Category 


Current 

Current 

LFA 

LFA 

Level 

Level 

Current  Level 

Current  Level 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1995 

$321.581936 

$334.849816 

$362.312956 

$365.213802 

369.162656 

398.822115 

392.741641 

391.387542 

17.828556 

14.821983 

17.201355 

16.462671 

4.778361 

9.193200 

5.601325 

5.581325 

50.054688 

49.808085 

52.008448 

50.022236 

79.533421 

85.190018 

105.058195 

92.563975 

499.631828 

527.781393 

641.920556 

696.071753 

20.964796 

30.947764 

24.485380 

25.418374 

5.544409 

5.520958 

3.732077 

2.676454 

$1,369.080651 

$1,456.935332 

$1,605.061933 

$1,645.398132 

6.42% 

10.17% 

2.51% 

$2,826.015983 

$3,250.460065 
15.02% 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Local  Assistance 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

Grand  Totals 
Annual  Percent  Change 
Biennial  Totals 
Biennial  Percent  Change 


50% 


40% 


30%    - 


20% 


10% 


All  Budgeted  Funds 

Percent  Disbursed  By  Category 


o% 


Personal 


OperalingBquipmenl    Outlay 


Local 


Grants 


Benefits 


Transfers 


Debt 


92-9  3B 


23.23% 


27.18% 


1.16% 


0.49% 


3.53% 


5.83% 


36.36% 


1.84% 


0.39% 


94-95B 


22.38% 


24.12% 


1.04% 


0.34% 


3.14% 


6.08% 


41.16% 


1.54% 


0.20% 


Note  :  Figures  Exclude  University  System 
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All  Budgeted  Funds  (Excludes  University  System) 
Biennial  Comparisons 

Figures  In  Millions 


Expenditure  Category 


Current 

Percent 

LFA 

Percent 

Dollar 

Percent 

Level 

of  Total 

Current  Level 

of  Total 

Change 

Change 

Fiscal  92-93 

Fiscal  92-93 

Fiscal  94-95 

Fiscal  94-95 

Biennium 

Biennium 

$656.431752 

23.23% 

$727.526758 

22.38% 

$71.095006 

10.83% 

767.984771 

27.18% 

784.129183 

24.12% 

16.144412 

2.10% 

32.650539 

1.16% 

33.664026 

1.04% 

1.013487 

3.10% 

13.971561 

0.49% 

11.182650 

0.34% 

(2.788911) 

-19.96% 

99.862773 

3.53% 

102.030684 

3.14% 

2.167911 

2.17% 

164.723439 

5.83% 

197.622170 

6.08% 

32.898731 

19.97% 

1,027.413221 

36.36% 

1,337.992309 

41.16% 

310.579088 

30.23% 

51.912560 

1.84% 

49.903754 

1.54% 

(2.008806) 

-3.87% 

11.065367 

0.39% 

6.408531 

0.20% 

(4.656836) 

^♦2.08% 

$2,826.015983 

100.00% 

$3,250.460065 

100.00% 

$424.444082 

15.02% 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Local  Assistance 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

Grand  Totals 


$350 


$300 


$250 


^$200 

a 
o 

^$150 


$100 

$50 

$0 

($50) 


All  Budgeted  Funds 

Biennium  Dollar  Change 


Personal      Operating    Equipment       Outlay  Local  Grants         Benefits       Transfers  Debt 


$71.095    |     $16.144    I      $1,013  ($2,789)  $2,168  $32.899    |    $310.579   |    ($2.009)    |    ($4.657) 

Note  :  Figures  Exclude  University  System 
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Budget  Balancers 

The  Stephens'  Executive  Budget  addresses  the  $336.8 
million  projected  deficit  in  the  general  fund,  school 
equalization  account  (SEA),  highways  account,  and 
workers'  compensation  old  fund  by  recommending 


$368.3  million  of  net  revenue  increases,  $2.3  million  in 
net  expenditure  reductions,  and  $11.1  million  in  funding 
switches  and  transfers.  These  measures  would  leave  a 
projected  $0.2  million  combined  cash  balance  in  these 
accounts  at  the  end  of  the  1995  biennium.  Table  1  shows 
the  projected  cash  deficit  in  each  account,  the  executive 
budget  balancers,  and  the  projected  cash  balance  in 
each  account  at  the  end  of  the  1995  biennium. 


Table  1 

Executive  Budget  Balancers 

1995  Biennium  (Millions) 

General  Fund 

SEA 

Highways 

Old  Fund 

Total 

Projected  cash  deficit 

($157.6) 

($67.8) 

($11.7) 

($99.7) 

($336.8) 

Executive  Budget  Balancers 

Net  revenue  increases 

219.6 

49.0 

99.7 

368.3 

Revenue  losses 

(4.3) 

(0.4) 

(4.7) 

Expenditure  increases 

(54.1) 

(27.9) 

(82.0) 

Expenditure  reductions 

68.0 

16.3 

84.3 

Funding  switches 

9.5 

7.8 

(14.2) 

3.1 

Supplementals/transfers 

(38.3) 

46.3 

8.0 

Stabilization  account 

(40.0) 

• 

• 

* 

(40.0) 

Projected  cash  balance 

$2.8 

$2.2 

($4.8) 

$0.0 

($0.2) 

As  a  result  of  the  budget  reductions  and  funding 
switchesin  the  executive  recommendation,  general  fund 
spending  grows  only  6.7  percent  between  the  1993  and 
1995  biennia,  well  below  the  12.3  percent  growth 
allowed  under  the  statutory  expenditure  limit. 
However,  total  state  spending  grows  by  11.9  percent, 
due  to  significant  increases  in  state  special,  proprietary, 
and  federal  spending. 


Unbalanced  Budget 


Section  17-7-123,  MCA,  requires  that  the  Executive 
Budget  "shall  set  forth  a  balanced  financial  plan  for  the 
state  government  for  each  fiscal  year  of  the  ensuing 
biennium."  The  plan  must  include  "an  analysis  of  the 


solvency  of  each  accounting  entity  within  each  fund  for 
the  current  and  subsequent  biennium." 

The  Executive  Budget  fails  to  meet  this  requirement  in 
several  areas: 

1)  general  fund.  While  the  Executive  Budget  projects  a 
positive  fund  balance  by  the  end  of  the  1995  biennium, 
the  fund  balance  in  the  general  fund  is  a  negative  $6.5 
million  at  the  end  of  fiscal  1994.  The  cash  position  of 
the  general  fund  will  be  even  worse,  according  to 
Department  of  Administration  (DofA)  projections. 
Under  the  executive  proposal,  the  cash  deficit  in  the 
general  fund  at  the  end  of  fiscal  1994  will  be  $54.8 
million.  While  the  executive  projects  a  $39.3  million 
positive  fund  balance  at  the  end  of  fiscal  1995,  it 
projects  a  positive  cash  balance  of  only  $2.8  million. 
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The  Executive  Budget  includes  a  $40  million 
stabilization  account  in  fiscal  1995,  funded  with  sales 
tax  revenue.  If  this  stabilization  account  is  included, 
the  general  fund  cash  balance  increases  to  $42.8  million. 

2)  school  equalization  account.  Under  the  executive 
proposal,  the  SEA  receives  $8.0  million  diverted  from 
the  common  school  trust  and  $38.3  million  from  a 
general  fund  supplemental.  Funding  for  $7.8  million  of 
transportation  costs  is  switched  to  the  general  fund.  As 
a  result,  the  SEA  ends  the  biennium  with  a  projected 
$2.2  million  positive  cash  balance.  However,  under  the 
executive  proposal,  the  SEA  remains  insolvent, 
requiring  continuing  general  fund  supplemental. 

3)  workers  compensation  old  fund.  The  Executive 
Budget  does  not  include  a  specific  recommendation  for 
the  level  of  payroll  tax  needed  to  pay  projected  claims 
and  administrative  costs  in  the  old  fund  during  the  1995 
biennium.  Instead,  it  includes  a  range  (0.36  percent  to 
0.62  percent)  of  possible  tax  rates  that  would  be  applied 
to  both  employers  and  employees,  depending  on  the 
option  chosen  by  the  legislature  for  addressing  the  old 
fund  insolvency.  Table  1  includes  the  estimated 
revenue  from  a  0.46  percent  tax  on  employers  and 
employees,  which  would  keep  the  old  fund  solvent 
through  the  1995  biennium. 

4)  highways  account.  While  the  executive  proposal  to 
increase  motor  fuel  taxes  would  generate  an  estimated 
$49.0  million  in  the  1995  biennium,  the  Executive 
Budget  significantly  increases  expenditures  from  the 


account.  As  a  result,  there  will  be  insufficient  revenue 
in  the  account  to  maintain  a  $20  million  working 
balance,  the  minimum  amount  the  Department  of 
Transportation  states  is  necessary  to  maintain  a 
positive  cash  balance  throughout  the  year. 

5)  other  accounts.  In  several  instances,  the  Executive 
Budget  appropriates  more  than  is  available  in  an 
account.  For  example,  the  executive  long-range  building 
recommendation  for  the  Department  of  Fish,  Wildlife, 
and  Parks  includes  $3.2  million  of  projects  that  have  no 
identified  funding  source  and  $0.2  million  funded  from 
an  account  that  will  become  insolvent  in  fiscal  1995. 
Similarly,  the  executive  budget  does  not  address  the 
projected  $3.6  million  deficit  in  the  Montana  University 
System  Group  Insurance  program  (see  page  E-49). 

Continuing  Cashflow  Problem 

As  detailed  in  the  "Budget  Outlook"  section,  Montana 
has  had  serious  cashflow  problems  in  the  general  fund 
throughout  the  1993  biennium,  as  the  gap  between  cash 
and  fund  balances  grew.  The  executive  proposal  would 
widen  that  gap,  as  Table  2  shows.  In  fiscal  1993,  the 
DofA  projects  that  the  gap  between  fund  and  cash 
balances  in  the  general  fund  at  fiscal  year  end  will  be 
$30.2  million.  In  fiscal  1994,  that  gap  will  grow  to  $48.3 
million.  Even  after  the  full  implementation  of  the 
proposed  sales  tax,  there  would  still  be  a  $36.5  million 
gap  between  cash  and  fund  balances  in  the  general  fund 
in  the  1995  biennium  under  the  executive  proposal. 


Table  2 

General  Fund  Cashflow*  Under  Executive  Budget 

1995  Biennium  (Millions) 

FY93                                    FY94 
FYE  Fund  balance                                                             $21.0                                    ($6.5) 
FYE  Cash  balance                                                                 (9.2)                                   (54.8) 
Gap  between  fund  &  cash  balances                                    30.2                                     48.3 

FY95 

$39.3 

2.8 

36.5 

*Does  not  reflect  continuing  SEA  loan. 
Source:  Department  of  Administration 
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The  Executive  Budget  widens  the  gap  between  cash  and 
fund  balance  in  two  ways: 

1)  additional  accruals.  The  executive  proposes  to 
implement  a  general  sales  tax  in  April  1994  and 
includes  $67.7  million  of  revenue  from  the  first  quarter 
collections  in  its  fiscal  1994  fund  balance.  However, 
$22.6  millioT,  of  this  amount  would  be  a  "paper"  accrual, 
rather  than  cash  in  hand.  The  revenue  from  the  June 
1994  collections  would  not  be  deposited  in  the  state 
treasury  until  July  or  August,  after  the  end  of  the  fiscal 
year. 

2)  additional  general  fund  loans.  For  the  1993 
biennium,  the  Executive  Budget  proposed-and  the 
legislature  approved-a  $4.9  million  loan  from  the 
general  fund  to  the  Department  of  Health  and 
Environmental  Sciences  (DHES)  to  fund  the  natural 
resource  damage  litigation.  The  Executive  Budget 
proposes  an  additional  $2.6  million  general  fund  loan 
for  the  1995  biennium.  DHES  staff  state  that  these 
loans  are  unlikely  to  be  repaid  in  the  1995  biennium. 

The  executive  plans  to  continue  the  delay  of  the  final 
foundation  program  payment  until  July  15  in  both  fiscal 
1994  and  fiscal  1995.  The  legislature  began  this 
practice  in  fiscal  1993. 


Total  Net  Revenue  Increases 

The  executive  proposes  $389.1  million  in  total  net 
additional  revenue  from  tax,  fee,  and  tuition  increases 
during  the  1995  biennium  to  fund  its  budget  proposal. 
Ninety-five  percent  of  this  increased  revenue  or  $368.3 
million  would  be  deposited  in  the  general  fund,  SEA 
highways  account,  and  workers'  compensation  old  fund. 

Table  3  shows  the  revenue  increases  proposed  in  the 
Executive  Budget,  the  anticipated  revenue  from  each, 
and  the  account  in  which  the  revenue  will  be  deposited. 
The  offsetting  tax  relief  proposed  by  the  executive  is 
also  shown  in  the  table. 

Table  3  includes  only  revenue  from  increased  fees  or 
taxes.  In  addition,  the  Executive  Budget  funds  budget 
modifications  and  increases  in  current  level  budgets 
with  increased  revenue  from  existing  fees.  For 
example,  over  $1.4  million  of  DHES's  budget  is  funded 
with  anticipated  increased  collections  from  water  and 
air  quality  permit  fees. 
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Table  3 

Revenue  Increases  Included  in  Executive  Budget 
1995  Biennium  (Millions) 

General  Fund         Highways          Old  Fund 

Other 

Total 

Revenue  Increases 

Sales  Tax 

$338.3 

$338.3 

Motor  Fuels  Tax 

$49.0 

49.0 

Payroll  Tax 

$99.7 

99.7 

Tuition  Increases 

$19.4 

19.4 

Hospital  Gross  Receipts  Tax 

8.3 

8.3 

Bed  Tax  Increase 

2.0 

2.0 

PSC  Tax  Increase 

0.3 

0.3 

Fire  Protection  Tax 

0.4 

0.4 

CJIN  User  Fees 

0.1 

0.1 

Weights  and  Measures  Fees 

0.4 

0.4 

Miscellaneous 

'                                                    •                                                          ■ 

02 

02 

Total  Revenue  Increases 

$348.6                $49.0                  $99.7 

$20.8 

$518.1 

Tax  Reductions 

Property  Tax  Relief 

($100.3) 

($100.3) 

Income  Tax  Relief 

(28.7) 

(28.7) 

Total  Tax  Reductions 

($129.0) 

($129.0) 

NET  REVENUE  INCREASES 

$219.6                 $49.0                   $99.7 

$20.8 

$389.1 

Revenue  Losses 

The  Executive  Budget  reflects  the  $4.3  million  in 
general  fund  revenue  losses  resulting  from  its  proposals. 
Two  of  the  funding  switches  (in  the  Judiciary  and 
Department  of  Commerce,  as  shown  in  Table  8  below) 
will  result  in  $1.4  million  less  fee  revenue  deposited  in 
the  general  fund.  The  executive  proposal  to  appropriate 
$23.5  million  from  the  permanent  coal  trust  to  the 
Montana  Science  and  Technology  Alliance  (MSTA)  for 
loans  and  grants  to  Montana  businesses  will  result  in 


$3.3  million  in  lost  interest  earnings  in  the  general  fund 
and  SEA  during  the  1995  biennium.  An  analysis  of  the 
MSTA  proposal  appears  on  page  C-123. 

Expenditure  Increases 

The  Stephens'  Executive  Budget  increases  state  agency 
budgets  (excluding  the  Montana  University  System)  by 
$54.1  million  general  fund  or  7.0  percent  over  current 
level. 
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The  Executive  Budget  does  not  include  "across-the- 
board"  budget  reductions,  elimination  of  programs, 
reduced  FTE,  or  vacancy  savings  in  state  agency 
budgets. 

While  agencies  submitted  their  1995  biennium  current 
level  budgets  with  570.5  fewer  FTE  as  required  by 
section  13  of  House  Bill  2,  the  executive  restored  344.4 
of  these  FTE  in  budget  modifications.  Of  the  226.1 
positions  not  restored,  102.1  FTE  are  related  to  the 
closure  of  the  Galen  hospital  and  nursing  home.  In 
addition,  the  executive  budget  modifications  add 
another  523.45  FTE.  In  total,  the  Stephen's  Executive 
Budget  increases  the  number  of  FTE  by  133.45  in  fiscal 
1994  and  271.98  in  fiscal  1995  from  the  fiscal  1993  level 
authorized  by  the  legislature  in  House  Bill  2.  (See 
Table  7  in  "Personal  Services  Cost  Increases"  section  for 
FTE  changes  by  agency.) 

The  Executive  Budget  proposes  that  the  state  assume 
additional  responsibility  in  two  areas.  It  proposes  that: 
1)  county  assessors  and  deputy  assessors  become  state 
employees;  and  2)  the  state  assume  more  operating 
costs  for  county  welfare  offices.  As  Table  4  shows,  these 
proposals  would  increase  state  general  fund  costs  by 
$3.9  million  during  the  1995  biennium  and  add  28.8 
FTE. 


Table  4 

Increased 

State  Responsibilities 

1995   Biennium 

General   Fund 

Agency 

FTE             Cost  (Millions) 

Revenue   -   county 
assessors 

28.8                               $2.9 

Family  Services   ■ 
county   costs 

OJ)                                 LO 

Total 

28.8                               $3.9 

While  the  Executive  Budget  does  not  include  rate 
increases  for  most  private-sector  human  service 
providers,  it  does  propose  to  increase  medicaid  rates  for 
inpatient  hospital  services  ($2.7  million  general  fund 


cost)  and  give  a  1.5  percent  provider  rate  increase  for 
medicaid  nursing  home  services. 

As  a  result  of  budget  modifications  and  upward 
adjustments  in  agency  budgets,  the  total  operating 
budgets  of  all  state  agencies  except  two  (Environmental 
Quality  Council  and  Department  of  Family  Services)  are 
higher  in  the  Executive  Budget  than  in  the  LFA  current 
level. 

Expenditure  Reductions 

The  only  significant  expenditure  reductions  proposed  in 
the  Executive  Budget  are  in  the  Montana  University 
System,  state  support  for  K-12  education,  and  human 
service  programs,  as  shown  in  Table  5.  These  executive 
proposals  are  summarized  below  and  discussed  in  detail 
in  the  agency  narratives  in  sections  A  through  E. 


Table  5 

General  Fund  Budget  Increases  and 

Reductions 

1995   Biennium 

State  agency  increases 
Human   service   programs 
Montana  university   system 
K-12   education* 
Net  budget  reduction 

(Millions) 

$54.1 
(10.8) 
(57.2) 
(16.3) 

*Reduces  general   fund   supplemental 

Human  Service  Reductions 

The  Executive  Budget  proposes  to  reduce  general 
assistance  benefits,  reduce  medicaid  costs  through 
increased  case  management  and  psychiatric  utilization 
review,  and  achieve  cost  savings  in  the  medically  needy 
program.  The  executive  also  proposes  closing  the 
hospital  and  nursing  home  at  Galen,  developing  an 
infirmary  at  Warm  Springs,  and  maintaining  the 
chemical  dependency  program  at  Galen,  thus  reducing 
general  fund  appropriations  by  $3.8  million.  The 
proposed  reductions  in  human  service  programs  are 
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summarized   in   Table   6   and   discussed   in 
narratives  in  Sections  B  and  D. 


agency 


Table  6 

Human  Service 

Program 

Reductions 

1995 

Biennium 

Genera 

Fund 

Program 

Savings 

(Millions) 

General   assistance  benefits 

$1.0 

Medicaid   managed   care 

2.4 

Psychiatric  utilization  review 

0.2 

Medically   needy 

3.4 

Galen   closure 

3.8 

Total 

$10.8 

Montana  University  System 

The  Executive  Budget  includes  $57.2  million  less 
general  fund  for  the  MUS  (six  units,  vocational 
technical  centers,  community  colleges,  Office  of 
Commissioner  of  Higher  Education,  and  experiment 
stations)  than  the  LFA  current  level. 

These  executive  reductions  in  the  MUS  are  due  to  two 
factors:  1)  budgeting  method;  and  2)  policy  initiatives. 
The  executive  did  not  use  the  formulae  adopted  by  the 
1989  and  1991  Legislatures  for  budgeting  state  support 


for  community  colleges  and  for  most  programs  at  the 
university  units  and  vocational-technical  centers. 
Instead,  the  executive  used  an  incremental  method 
based  on  fiscal  1992  actual  expenditures.  The  purpose 
of  this  change  was  to  ensure  that  budget  reductions 
made  during  the  January  1992  special  session  were 
continued  in  the  1995  biennium. 

In  addition,  the  executive  has  proposed  eighteen  policy 
initiatives  for  the  MUS  that  would  reduce  general  fund 
support  by  $43.1  million  during  the  biennium.  A 
detailed  discussion  of  these  initiatives  appears  on  pages 
E-73  through  E-78. 

As  a  result  of  these  budget  reductions,  the  Executive 
Budget  includes  $56.3  million  less  general  fund  for  the 
university  units,  vocational-technical  centers,  and 
community  colleges  than  was  appropriated  in  the  1993 
biennium  (after  special  session  reductions),  as  Table  7 
shows.  The  executive  proposes  this  reduction  despite 
the  4.3  increase  in  enrollment  at  the  university  units 
and  the  4.0  percent  enrollment  increase  at  the 
community  colleges.  (Enrollment  at  the  vocational 
technical  centers  declined  9.5  percent.)  The  table  also 
provides  the  same  comparison  for  total  funds.  The 
Executive  Budget  reduction  in  total  funds  is  less  ($35.3 
million)  because  the  executive  includes  all  fiscal  1993 
tuition  increases  in  the  1995  biennium. 
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Table  7 

Comparison  of  General  Fund  and  Total  Funds 

Executive  Budget  for  Montana  University  System 

1993  and  1995  Biennia  (Millions) 

Agency 

Actual       Appropriated 
Fiscal  1992    Fiscal  1993* 

Executive 

Budget 
Fiscal  1994 

Executive 

Budget 
Fiscal  1995 

1993 
Biennium 

1995 

Biennium 

Biennial 
Difference 

University  Units 
Current  Level 
Policy  Initiatives 

Total 

$93.86 

$87.00 

GEN 

IERAL  FUND 

$83.65 
(22.02) 

$61.63 

$167.09 
(42.14) 

$124.95 

(13.77 
(42.14 

$83.44 
(20.12) 

$63.32 

$180.86 
0.00 

$180.86 

$93.86 

$87.00 

($55.91! 

Vocational  Technical  C 
Current  Level 
Policy  Initiatives 

Total 

enters 

$8.69 

$7.98 

$8.35 
(0.11) 

$8.24 

$8.19 
(0.15) 

$8.04 

$16.67 
0.00 

$16.67 

$16.54 
(0.26) 

$16.28 

($0.13 
(0.26 

$8.69 

$7.98 

($0.39 

Community  Colleges 
Current  Level 

$3.66 

$3.90 

$3.82 

$3.78 

$7.56 

$7.60 

$0.04 

Total  Formula  Funded 
Agencies 

$106.21 

$98.88 

$75.38 

$73.45 

$205.09 

$148.83 

($56.26; 

University  Units 
Current  Level 
Policy  Initiatives 

Total 

$139.53 

$143.10 

xc 

rAL  FUNDS  - 

$144.41 
(22.02) 

$122.39 

$288.61 
(42.14) 

$246.47 

$5.98 
(42.14 

$144.20 
(20.12) 

$124.08 

$282.63 
0.00 

$282.63 

$139.53 

$143.10 

($36.16; 

Vocational  Technical  C 
Current  Level 
Policy  Initiatives 

Total 

enters 

$11.58 

$11.15 
$11.15 

$12.00 

(0.11) 

$11.89 

$11.81 
(0.15) 

$11.66 

$22.73 
0.00 

$22.73 

$23.81 

(0.26) 

$23.55 

$1.08 
(0.26 

$11.58 

$0.82 

Community  Colleges 
Current  Level 

$3.66 

$3.90 

$3.82 

$3.78 

$7.56 

$7.60 

$0.04 

Total  Formula  Funded 
Agencies 

$154.77 
ssion  reductions. 

$158.15 

$139.79 

$137.83 

$312.92 

$277.62 

($35.30; 

*Includes  all  special  se 
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K- 12  Education 

The  Executive  Budget  reduces  state  support  for  K-12 
education  by  $16.3  million  in  the  1995  biennium. 
Effective  in  fiscal  1995,  the  proposed  changes  would: 

1)  eliminate  the  current  514  school  districts  and  replace 
them  with  56  county-wide  districts; 

2)  provide  foundation  schedule  payments  for  elementary 
schools  based  on  county-wide  enrollment  totals; 

3)  base  guaranteed  tax  base  (GTB)  aid  payments  for 
both  elementary  and  high  schools  on  county-wide 
taxable  values  and  enrollments; 

4)  require  extracurricular  activities  be  funded  through 
local  voted  levies  outside  of  the  district's  general  fund; 
and 


Table  8 

General 

Fund   Funding  Switches  in 

Executive   Budget 

1995   Biennium 

General   Fund 

Agency 

Savings 

(Millions) 

Justice   -  Motor 

Vehicle  Division 

$14,191,369 

School  for  the 

Deaf  and  Blind 

821,994 

Commerce   -  Weights   and  Measures 

980,772 

Transportation 

Railroad  Transit  Div. 

390,000 

SRS   -  Vocational  Rehabilitation 

(677,971) 

OPI   -  Teacher 

certification  fees 

95,280 

SEA  -  Transportation 

(7,822,623) 

DHES  -  Various 

362,000 

Judiciary   -  Law 

Library  and  boards 

568,066 

Family   Services 
funds 

-  Alcoholism  treatment 

426,600 

Revenue   -   Cigarette  revenue 

180,000 

Net  Savings   to 

General  Fund 

$9,515,487 

5)  require  that  retirement  costs  be  paid  from  district's 
general  fund  rather  than  from  county-wide  retirement 
levies. 

An  analysis  of  the  impact  of  these  proposals  on  various 
counties  is  discussed  in  the  School  Foundation  Program 
section. 

Funding  Switches 

To  reduce  general  fund  expenditures,  the  Executive 
Budget  includes  a  net  $9.5  million  of  "funding  switches" 
in  which  other  funding  sources  are  used  to  replace 
general  fund.  The  funding  switches  that  affect  the 
general  fund  are  listed  in  Table  8. 

The  largest  proposed  funding  switch  is  to  fund  the 
Motor  Vehicle  Division  from  the  highways  account,  for 
a  general  fund  savings  of  $14.2  million  during  the 
biennium.  However,  the  increased  expenditure 
compounds  the  structural  imbalance  in  the  highways 
account.  Despite  the  five  cent  increase  in  motor  fuels 
taxes  proposed  in  the  Executive  Budget,  expenditures 
will  continue  to  exceed  revenues  in  that  account  by 
approximately  $22.5  million  per  year.  As  a  result,  the 
executive  projects  that  the  account's  fund  balance  will 
decline  from  $62.6  million  at  the  end  of  fiscal  1993  to 
$17.6  million  at  the  end  of  fiscal  1995  and  be  $36.0 
million  negative  by  the  end  of  the  1997  biennium.  The 
fiscal  1995  balance  will  be  insufficient  to  maintain  a 
positive  cash  balance  throughout  the  year. 

The  executive  also  proposes  two  funding  switches  that 
will  increase  general  fund  costs.  It  proposes  to  fund  a 
portion  of  vocational  rehabilitation  costs  with  general 
fund,  rather  than  with  state  special  revenues,  to  provide 
a  more  stable  funding  source  for  the  program.  Second, 
it  funds  all  state  support  for  K-12  transportation  with 
general  fund.  The  1991  Legislature  funded  a  portion  of 
these  costs  with  SEA  revenues  in  the  1993  biennium. 

Further  information  on  these  funding  switches  is 
provided  in  the  agency  narratives. 
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Underestimation  of  Costs 

Supplemental  have  been  extremely  high  during  the 
1993  biennium  due  in  part  to  underestimation  of  costs 
in  some  programs.  For  example,  the  Executive  Budget 
presented  to  the  1991  Legislature  projected  no  increase 
in  foster  care  caseloads,  despite  an  average  6  percent 
annual  growth  in  caseloads  since  1985.  Caseloads  did 
increase  during  the  biennium,  necessitating  $3.4  million 
of  general  fund  supplementals.  The  Executive  Budget 
presented  to  the  1993  Legislature  once  again  projects  no 
increase  in  foster  care  caseloads.  The  LFA  current  level 
includes  funding  for  foster  care  caseload  growth  in  the 
1995  biennium. 

This  Executive  Budget  appears  to  underestimate  costs 
in  two  other  areas: 

1)  county  attorney  payrolls.  For  the  last  three  biennia, 
a  general  fund  supplemental  has  been  requested  to  pay 
for  the  state's  portion  of  county  attorney  salaries,  as 
statutorily  required.  However,  the  executive  request  for 


the  1995  biennium  appears  to  once  again  underestimate 
the  cost  of  this  program  by  about  $200,000,  by  not 
reflecting  full  salaries  for  four  county  attorneys  who 
have  switched  from  part-time  to  full-time  and  not 
providing  funding  for  statutorily  authorized  cost-of- 
living  increases. 

2)  highway  program.  Under  the  new  federal  highway 
bill,  Montana  received  authorization  for  an  average  of 
$80  million  more  per  year  in  federal  highway  funds  for 
the  next  six  years  than  the  state  received  in  fiscal  1991. 
However,  the  Department  of  Transportation's 
construction  program  budget  is  based  on  the 
assumption  that  the  state  will  receive  only  $55  million 
of  additional  federal  funds  per  year,  due  to  the  Gramm- 
Rudman  spending  limit.  If  Montana  does  receive  its  full 
federal  authorization,  there  will  be  insufficient  revenue 
in  the  highways  account  to  match  this  federal  revenue, 
even  with  the  executive  proposal  to  increase  the  motor 
fuels  tax. 
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Major  Expenditure  Area 

Personal  services  (state  employees'  salaries  and 
benefits)  is  a  major  expenditure  area  in  state 
government.  Personal  services  costs  account  for  50 
percent  of  state  agency  operating  budgets  (excluding 
grants,  benefits,  and  capital  expenditures)  and  20 
percent  of  total  state  spending. 

Several  factors  will  cause  personal  services  costs  to 
increase  in  current  level  budgets  during  the  1995 
biennium:  1)  grade  changes;  2)  workers'  compensation 
costs;  3)  annualization  of  the  1993  biennium  pay  plan; 
and  4)  compliance  with  the  Federal  Fair  Labor 
Standards  Act.  In  addition,  the  Stephens'  Executive 
Budget  increases  the  number  of  FTE  by  133.45  in  fiscal 
1994  and  271.98  in  fiscal  1995  above  the  level 
authorized  by  the  1991  Legislature.  As  a  result  of 
these  factors,  1995  biennium  personal  service  costs  in 
the  Executive  Budget  are  $112.0  million  or  12.3 
percent  above  the  1993  biennium  current  level. 

The  factors  causing  the  large  increase  in  personal 
services  costs  are  discussed  below. 


Grade  Changes 


The  Executive  and  LFA  current  level  budgets  include 
over  $4.0  million  higher  costs  for  salaries  than  the 
1991  Legislature  approved.  This  increased  cost  results 
from  the  1,319  position  upgrades  (offset  by  288 
downgrades)  approved  by  the  Department  of 
Administration  (DofA)  in  the  15-month  period  July 
1991  through  September  1992.  Under  current 
budgeting  procedures,  the  increase  in  salaries  and 
benefits  resulting  from  these  grade  changes  is  included 
in  the  current  level  budget  for  the  1995  biennium. 

As  a  result  of  legislative  concerns  over  the  impact  of 
upgrades  on  the  current  level  budget  base,  the  1983 
Legislature  required  that  the  Executive  Budget  include 
a  report  on  the  number  of  employees  who  were  given 
grade  changes  and  the  net  biennial  cost  of  these 
changes.  The  following  analysis  is  based  upon  the 
Grade  Change  Report  included  in  the  Executive  Budget 
for  the  1995  biennium  and  additional  information 
supplied  by  DofA. 


DofA  is  statutorily  responsible  for  establishing  and 
maintaining  a  classification  system  for  state 
employees,  based  on  job  duties  and  responsibilities. 
Currently,  there  are  five  matrices  within  DofA's 
classification  system:  the  general  matrix,  the  teacher 
matrix,  liquor  store  occupation  matrix,  institutional 
physicians  matrix,  and  blue-collar  matrix.  All  state 
employees  are  classified  under  one  of  these  matrices, 
unless  specifically  exempted  by  law.  The  employees 
exempted  by  statute  are  elected  officials  and  their 
personal  staff;  county  assessors  and  their  chief 
deputies;  employees  of  the  judicial  and  legislative 
branches;  certain  staff  of  the  Board  of  Investments, 
Board  of  Oil  and  Gas  Conservation,  Montana  Wheat 
and  Barley  Committee,  and  Montana  Lottery; 
employees  of  the  State  Fund;  agency  heads;  and 
contract  employees  of  the  university  system. 
Approximately  80  percent  of  all  state  employees  are  in 
classified  positions. 

DofA  is  required  to  "continuously  review  all  positions 
on  a  regular  basis  and  adjust  classifications  to  reflect 
significant  changes  in  duties  and  responsibilities." 
Review  of  the  classification  of  positions  can  occur  in 
several  ways: 

1)  agency  management  initiated  actions.  Except  for 
positions  specifically  exempted  by  statute  from  the 
classification  system,  state  agencies  must  use  the 
classification  system  established  by  DofA,  may  not 
increase  the  salary  of  any  position  unless  authorized  by 
DofA,  and  may  not  change  the  classification  of  a 
position  without  DofA's  approval.  However,  an  agency 
may  request  that  DofA  reclassify  a  position  to  more 
accurately  reflect  its  current  duties.  Sometimes 
agencies  request  reviews  in  response  to  employee 
requests.  As  Table  1  shows,  over  80  percent  of  all 
upgrades  and  downgrades  during  the  last  three  biennia 
were  initiated  by  agencies. 

2)  DofA  initiated  actions.  As  part  of  its  responsibility 
to  "continuously  review"  all  positions,  DofA  periodically 
reviews  class  specifications  and  makes  other 
adjustments  as  needed  to  maintain  the  integrity  of  the 
classification  system.  Only  11  percent  of  total 
upgrades  and  17  percent  of  all  downgrades  result  from 
this  type  of  review. 
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3)  employee  appeals.   Employees  can  initiate  a  review 
of  their  classifications  by  filing  an  appeal  with  the 


Board    of    Personnel    Appeals.        This    avenue    is 
responsible  for  less  than  2  percent  of  total  upgrades. 


Table  1 
Origin  of  Upgrade/Downgrade 

Requests 

UPGRADES-- 

-DOWNGRADES-- 

1988 

1990 

1992 

Average 

1988 

1990 

1992 

Average 

Agency  Initiated 

89.3% 

76.6% 

95.9% 

87.3% 

66.8% 

87.2% 

94.0% 

82.7% 

DofA  Initiated 

7.2 

22.8 

3.0 

11.0 

33.2 

12.8 

6.0 

17.3 

Employee  Appeals 

3.5 

0.6 

1.1 

1.7 

0.0 

0.0 

0.0 

0.0 

Once  DofA  has  authorized  an  upgrade,  the  agency  is 
required  to  pay  the  employee  at  the  new  grade  level. 
While  section  2-18-302,  MCA,  prohibits  the  agency 
from  seeking  a  supplemental  during  the  current 
biennium  to  fund  the  increased  salary,  this  increase  is 
automatically  built  into  the  current  level  budget  base 
for  the  next  biennium. 


Table  2  shows  the  number  of  upgrades  and  downgrades 
approved  by  DofA  since  fiscal  1987.  The  table  also 
shows  the  net  of  upgrades  and  downgrades  by  year  and 
the  percentage  of  total  state  positions  they  comprise. 
During  the  last  six  years,  an  average  4.7  percent  of  all 
state  positions  have  been  upgraded  each  year.  Since 
over  20  percent  of  all  state  positions  are  exempt  from 
the  classification  system,  the  percentage  of  classified 
employees  that  are  upgraded  each  year  is  higher--an 
average  of  approximately  7  percent  per  year. 


Table  2 

Upgrades/Downgrades  as  a  Percent  of  Total  FTE 

Fiscal  Year 

Upgrades 

Downgrades 

Net 

Total  FTE 

%  Net  Upgrades 

1987 

428 

149 

279 

14,398 

1.9 

1988 

871 

294 

577 

13,963 

4.1 

1989 

1,183 

244 

939 

14,111 

6.7 

1990 

1,082 

280 

802 

14,243 

5.6 

1991 

877 

225 

652 

14,430 

4.5 

1992 

1,103 

275 

828 

15,127 

5.5 

Average 

924 

245 

679 

14,379 

4.7 

The  number  of  upgrades  in  some  agencies  far  exceeds 
the  state  average.  Table  3  shows  the  number  of 
upgrades  and  downgrades  by  state  agencies  during  the 
period  July  1991  through  September  1992  and  the 
percent  these  net  upgrades  comprise  of  total  FTE. 


These  1,319  upgrades  and  288  downgrades  are 
included  in  the  current  level  base  presented  to  the 
1993  legislature.  During  this  period,  SRS  has  had  a 
net  31.5  percent  of  its  positions  upgraded.  Other 
agencies  with  a  large  percentage  of  net  upgrades 
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include    the    Teachers'    Retirement    System,    State 


Library,    DofA,    Office    of 

Public    Instruction,    an 

i 

Agriculture. 

Table  3 

Number  of  Grade  Changes 

July  1991 

-  September  1992 

Number  of 

Number  of 

Net  Grade 

Percent 

Aeencv 

FTE  * 

Upgrades 

Downgrades 

Changes 

Change 

Teachers  Retirement 

11.50 

5 

0 

5 

43.48% 

Vo-ed  Council 

2.50 

1 

0 

1 

40.00% 

SRS 

905.40 

363 

78 

285 

31.48% 

Highway  Traffic  Safety 

8.00 

4 

2 

2 

25.00% 

State  Library 

38.22 

9 

0 

9 

23.55% 

Public  Instruction 

142.61 

28 

1 

27 

18.93% 

DHES 

408.28 

77 

15 

62 

15.19% 

Administration 

350.14 

62 

14 

48 

13.71% 

DNRC 

258.49 

34 

4 

30 

11.61% 

Agriculture 

99.77 

17 

6 

11 

11.03% 

Military  Affairs 

99.85 

12 

1 

11 

11.02% 

PSC 

47.00 

5 

0 

5 

10.64% 

Crime  Control 

19.00 

4 

2 

2 

10.53% 

PERD 

20.00 

2 

0 

2 

10.00% 

State  Lands 

358.54 

48 

13 

35 

9.76% 

Historical  Society 

50.64 

5 

1 

4 

7.90% 

Family  Services 

598.03 

66 

25 

41 

6.86% 

Commerce 

327.84 

40 

18 

22 

6.71% 

Revenue 

767.03 

61 

10 

51 

6.65% 

FWP 

597.78 

53 

15 

38 

6.36% 

Transportation 

1,991.60 

120 

18 

102 

5.12% 

Labor  &  Industry 

679.75 

45 

11 

34 

5.00% 

Livestock 

122.71 

5 

0 

5 

4.07% 

University  System 

3,537.14 

148 

23 

125 

3.53% 

Governor's  Office 

56.88 

3 

1 

2 

3.52% 

Secretary  of  State 

35.25 

1 

0 

1 

2.84% 

DCHS 

2,083.50 

60 

10 

50 

2.40% 

Vo-Technical  Centers 

262.12 

7 

1 

6 

2.29% 

Justice 

649.73 

32 

19 

13 

2.00% 

State  Auditor 

69.89 

1 

0 

1 

1.43% 

School  for  Deaf  &  Blind 

85.18 

1 

0 

1 

1.17% 

All  Other 

442.45 

0 

_0 

0 

0.00% 

Total 

15,126.82 

1,319 

288 

1,031 

*  Total  FTE  as  shown  or 

PPP  for  pay  period  ending  May  29,  1992. 
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Several  agencies  have  had  a  large  number  of  upgrades 
for  several  years,  resulting  in  a  significant  increase  in 
personal  services  costs.  As  Table  4  shows,  during  the 


last  six  years,  a  net  74  percent  of  the  positions  in  the 
Department  of  Family  Services  have  been  upgraded,  a 
net  71  percent  of  the  positions  at  the  State  Library, 
and  a  net  66  percent  of  SRS's  positions. 


Agenc 

ies 

Table  4 
with  High  Numbers  of  Upgrades 

Agency 

Net  Upgrades/Downgrades 
7/86  -  9/92 

Net  Upgrades  as  a  % 
of  FY92  FTE 

Vo-Ed  Council 

2 

80 

Family  Services 

445 

74 

State  Library 

27 

71 

SRS 

600 

66 

OPI 

63 

44 

Lands 

147 

41 

Administration 

137 

39 

Revenue 

276 

36 

Workers'  Compensation  Costs 

Like  many  Montana  businesses,  state  agencies 
purchase  workers'  compensation  coverage  from  the 
State  Fund.  During  the  1993  biennium,  the  State 
Fund  raised  premiums  an  average  of  28  percent  in 
fiscal  1992  and  26  percent  in  fiscal  1993.  The  rate 
increase  for  some  occupations-such  as  workers  in  state 
institutions-was  even  higher  than  this  average. 

The  impact  of  these  rate  increases  on  state  agencies 
has  been  substantial.  Agencies  requested  $4.3  million 
in  fiscal  1994  and  $6.1  million  in  fiscal  1995  more  for 
workers'  compensation  premium  costs  than  was 
budgeted  in  fiscal  1993.  These  requests  do  not  reflect 
the  5  percent  mid-year  increase  imposed  in  fiscal  1993 
and  likely  to  be  imposed  again  during  the  1995 
biennium.  The  Executive  Budget  proposes  that 
agencies  absorb  this  additional  cost  within  their  1995 
biennium  budgets. 

The  increase  in  workers'  compensation  costs  will  have 
a  substantial   impact  on  the   general   fund,  since  80 


percent  of  this  amount  is  in  the  Department  of 
Corrections  and  Human  Services  (DCHS),  which  is 
primarily  funded  with  general  fund.  In  the  Corrections 
Division  of  DCHS,  workers'  compensation  rates  nearly 
doubled,  going  from  4.1  percent  of  salaries  in  fiscal 
1992  to  7.9  percent  in  fiscal  1994.  In  the  Mental 
Health,  Chemical  Dependency,  Developmental 
Disabilities,  and  Veteran's  Home  divisions,  the  rates 
increased  from  12.4  percent  of  wages  in  fiscal  1992  to 
20.5  percent  in  fiscal  1994. 

1993  Biennium  Pay  Increase 

The  1991  Legislature  structured  the  1993  biennium 
pay  increase  for  state  employees  in  three  increments: 
1)  a  raise  in  fiscal  1992  (60  cents  per  hour  plus  a 
market  adjustment);  and  2)  two  raises  in  fiscal  1993 
(25  cents  per  hour  and  a  market  adjustment  in  the 
first  half  of  fiscal  1993  and  an  additional  20  cents  per 
hour  in  the  second  half  of  the  fiscal  year).  The  salary 
level  at  the  end  of  fiscal  1993  becomes  the  base  for  the 
1995  biennium. 
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Thus,  even  if  salaries  are  frozen  during  the  1995 
biennium,  the  cost  of  funding  the  final  fiscal  1993 
salary  level  throughout  the  1995  biennium  will 
increase  personal  services  costs  by  $11.0  million 
general  fund  ($22.0  million  total  funds). 

Fair  Labor  Standards  Act 

Compliance  with  the  federal  Fair  Labor  Standards  Act 
(FLSA)  is  impacting  state  agencies'  personal  services 
budgets.  This  act  requires  that  most  employees  receive 
"time-and-a  half  payment  or  1.5  hours  compensatory 
(comp)  time  for  all  hours  worked  in  excess  of  40  per 
week.  FLSA  comp  time  must  be  paid  in  cash  for  any 
extra  hours  if  an  employee's  FLSA  comp  time  balance 
exceeds  240  hours  or  if  the  employee  terminates.  Only 
employees  in  bona  fide  executive,  administrative,  or 
professional  positions  are  exempt  from  this 
requirement. 

In  1985,  the  United  States  Supreme  Court  ruled  that 
all  public  employers  were  subject  to  the  FLSA.  In 
order  to  ease  the  transition  to  overtime  pay,  Congress 
enacted  the  FLSA  amendments  of  1986,  which 
postponed  the  effective  date  of  the  required  overtime 
pay  to  April  15,  1986,  and  exempted  all  Congressional 
employees  and  employees  of  state  legislatures  from 
FLSA.  Because  the  U.S.  Department  of  Labor  took  a 
position  of  "nonenforcement"  in  applying  this  new 
requirement  on   public   employees,   many   states- 


including  Montana-did  not  actively  review  its  policies 
concerning  use  of  comp  time  after  the  1985  court 
decision  and  1986  amendments. 

However,  since  1990  there  have  been  a  series  of  federal 
court  decisions  concerning  public  employee  rights  in 
this  area.  Four  such  suits  have  been  filed  against 
Montana  state  government.  In  response,  state 
agencies  have  taken  the  following  actions: 

1)  Most  state  agencies  have  reviewed  positions  to 
determine  which  are  subject  to  the  FLSA  and  which 
are  exempt.  This  review  resulted  in  significant 
changes.  In  November  1991,  state  agencies  estimated 
that  50.6  percent  of  their  staff  were  exempt  from 
FLSA.  After  the  review,  these  agencies  determined 
that  only  28.8  percent  were  exempt.  For  example,  the 
number  of  exempt  employees  in  SRS  dropped  from  820 
to  43.  In  the  Department  of  Family  Services,  the 
number  of  exempt  staff  dropped  from  584  to  15.  Under 
this  new  determination,  all  nonexempt  staff  will  have 
to  be  given  "time-and-a-half  comp  time  or  pay  for  all 
extra  hours  worked. 

2)  During  the  1993  biennium,  eleven  agencies  paid 
over  $1.6  million  in  "voluntary  restitution"  to 
employees  for  overtime  worked  during  the  past  two 
years.  Table  5  shows  the  amounts  paid  to  date  by 
these  agencies.  The  total  may  increase  as  some  of 
these  agencies  and  several  not  shown  in  the  table  are 
still  evaluating  the  issue  of  voluntary  restitution. 
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Table  5 

Voluntary  Restitution  in  Selected  Agencies 

Agency 

General  Fund 

Other  Funds 

Total 

Commerce 

$22,841 

$47,361 

$70,202 

Family  Services 

177,629 

26,636 

204,265 

Fish,  Wildlife,  and  Parks 

130,000 

130,000 

Historical  Society 

8,800 

5,200 

14,000 

Justice 

9,641 

69,105 

78,746 

DNRC 

45,000 

23,000 

68,000 

Transportation 

575,000 

575,000 

Administration 

20,925 

20,925 

State  Lands 

141,170 

130,310 

271,480 

Labor 

227 

21,363 

21,590 

Corrections  &  Human  Services 
Total 

175,000 
$580,308 

175,000 
$1,629,208 

$1,048,900 

No  statewide  policy  on  compliance  with  FLSAhas  been 
issued,  and  state  agencies  have  not  acted  consistently 
with  respect  to  reviewing  positions  or  offering 
voluntary  restitution  to  employees.  Some  agencies 
have  decided  to  address  back  overtime  pay  on  a  case- 
by-case  basis  as  raised  by  individual  employees  who 
file  wage  claims  or  lawsuits. 

The  FLSA  will  impact  personal  services  costs  in 
several  ways  during  the  1995  biennium: 

1)  Agencies  have  requested  additional  funds  to  pay 
overtime  to  employees  subject  to  the  FLSA.  Because 
the  legislature  has  not  yet  considered  this  issue,  the 
LFA  current  level  budget  contains  overtime  at 
historical  levels.  Table  6  shows  the  increased  funds 
requested  by  agencies  to  pay  FLSA  overtime  during  the 
1995  biennium. 


Table  6 

Additional  Overtime  Requests  Related  to 

FLSA 

Agency 

1995  Biennium 

Agriculture 

$25,690 

DFWP 

27,286 

DNRC 

56,077 

Administration 

25,853 

Transportation 

117,704 

Revenue 

153,208 

Total 

$405,818 
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2)  Additional  agencies  may  determine  that  their  legal 
position  is  improved  by  making  voluntary  restitution  to 
employees  for  previous  overtime  worked. 

3)  The  state  may  lose  the  four  FLSA  lawsuits  currently 
filed  against  the  state.  In  a  December  1992  district 
court  ruling,  two  employees  of  the  State  Auditor  were 
awarded  $16,124  for  backpay  and  penalties  in  a  suit 
involving  FLSA  issues. 

Increased  FTE 

The  Stephens'  Executive  Budget  proposes  to  increase 
the  number  of  FTE  by  133.45  in  fiscal  1994  and  271.98 
in  fiscal  1995  from  the  fiscal  1993  level  authorized  by 
the  legislature  in  House  Bill  2. 

Table  7  shows  by  agency  the  number  of  FTE 
authorized  in  House  Bill  2  for  fiscal  1992  and  fiscal 
1993  and  the  Executive  Budget  recommendation  for 
fiscal  1994  and  1995.  This  table  includes  only  agencies 


whose  FTE  are  included  on  the  state  position  control 
(P/P/P)  system.  Montana  University  System  FTE, 
which  are  accounted  for  on  a  separate  system  (RERS), 
are  excluded.  Until  the  RERS  system  became 
operational  in  fiscal  1992,  the  legislature  did  not  have 
an  accurate  count  on  the  number  of  university  system 
employees.  As  detailed  on  page  E-33,  RERS  data  is 
still  not  complete. 

In  the  Executive  Budget,  the  largest  increase  in  FTE 
occurs  in  the  Department  of  Corrections  and  Human 
Services  as  a  result  of  additional  staff  needed  for 
operation  of  the  expanded  men's  prison  and  new 
women's  prison.  The  Department  of  Health  and 
Environmental  Sciences  also  has  a  large  increase  (45.7 
FTE)  to  implement  new  environmental  and  health- 
related  programs.  This  agency  has  grown  rapidly  in 
recent  years:  84.34  additional  FTE  were  authorized 
during  the  1993  biennium. 
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Table  7 

FTE  Authorized  in  General  Appropriations  Act* 

Fiscal  1992  through  Fiscal  1995 

Agency** 

HB2FTE 
Fiscal 
1992 

HB2FTE 
Fiscal 
1993 

Executive 

Budget 

FTE  1994 

Executive 

Budget 

FTE  1995 

Increase 

(Decrease) 

FY93-95 

Legislative  Auditor 

67.50 

67.50 

63.50 

63.50 

(4.00) 

Legislative  Fiscal  Analyst 

17.50 

18.00 

17.00 

17.00 

(1.00) 

Legislative  Council 

45.70 

53.70 

42.97 

48.14 

(5.56) 

Environmental  Quality  Council 

7.00 

7.00 

7.00 

7.00 

Consumer  Counsel 

4.25 

4.25 

5.25 

5.25 

1.00 

Judiciary 

91.50 

92.00 

92.50 

92.50 

0.50 

Governor's  Office 

59.50 

58.50 

60.00 

60.50 

2.00 

Secretary  of  State 

35.25 

35.25 

35.25 

35.25 

Comm.  of  Political  Practices 

3.50 

3.00 

3.25 

3.25 

0.25 

State  Auditor 

70.00 

70.00 

67.67 

67.67 

(2.33) 

Office  of  Public  Instruction 

140.23 

140.23 

143.73 

143.73 

3.50 

Crime  Control  Division 

18.00 

18.00 

18.00 

18.00 

Highway  Traffic  Safety 

8.50 

8.50 

8.50 

8.50 

Department  of  Justice 

645.40 

638.40 

626.50 

614.00 

(24.40) 

Public  Service  Regulation 

47.00 

47.00 

44.00 

44.00 

(3.00) 

Board  of  Public  Education 

4.00 

4.00 

4.00 

4.00 

Comm.  of  Higher  Education 

67.45 

66.95 

83.45 

86.45 

19.50 

School  for  the  Deaf  &  Blind 

85.38 

85.38 

84.60 

84.60 

(0.78) 

Montana  Arts  Council 

7.97 

7.97 

9.97 

9.97 

2.00 

Library  Commission 

29.50 

29.50 

29.50 

29.50 

Council  on  Vocational  Education 

2.50 

2.50 

2.50 

2.50 

Historical  Society 

47.88 

47.88 

51.88 

51.88 

4.00 

Dept.  of  Fish,  Wildlife,  &  Parks 

553.03 

553.13 

562.01 

560.43 

7.30 

Dept.  of  Health  &  Env.  Sciences 

384.94 

386.94 

431.09 

432.64 

45.70 

Dept.  of  Transportation 

2,004.77 

2,007.07 

2,005.62 

2,005.62 

(1.45) 

Dept.  of  State  Lands 

359.71 

366.37 

366.25 

366.84 

0.47 

Dept.  of  Livestock 

119.71 

117.71 

124.71 

126.21 

8.50 

Dept.  of  Nat.  Resources  &  Cons. 

262.20 

262.20 

250.42 

249.92 

(12.28) 

Dept.  of  Revenue*** 

670.08 

674.08 

711.19 

711.19 

37.11 

Dept.  of  Administration 

318.14 

322.14 

320.99 

324.99 

2.85 

Public  Employees'  Retirement  Brd 

20.00 

20.00 

21.00 

21.00 

1.00 
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Agencv* 

HB2  FTE        HB2  FTE 

Fiscal               Fiscal 
1992                 1993 

Executive 

Budget 

FTE  1994 

Executive 

Budget 

FTE  1995 

Increase 

(Decrease) 

FY93-95 

Teachers'  Retirement  Board 

11.50                11.50 

11.50 

11.50 

Dept.  of  Agriculture 

99.04               99.09 

98.09 

96.76 

(2.33) 

Dept.  of  Corr.  &  Human  Serv. 

2,077.22          2,042.46 

2,053.81 

2,188.69 

146.23 

Dept.  of  Commerce 

324.31             325.81 

334.31 

335.31 

9.50 

Dept.  of  Labor  and  Industry 

639.00             639.00 

650.10 

650.10 

11.10 

State  Mutual  Insurance  Fund 

218.90             217.90 

224.50 

227.50 

9.60 

Dept.  of  Military  Affairs 

99.75               99.75 

105.25 

104.50 

4.75 

Dept.  of  Social  &  Rehab.  Serv. 

906.90             909.15 

921.40 

921.40 

12.25 

Dept.  of  Family  Services**** 

603.18             603.18 

603.18 

603.18 

Total  FTE 

11,177.89         11,162.99 

11,296.44 

11,434.97 

271.98 

*Excludes  FTE  added  through  budget  amendments,  LCA,  or  other  operational  chang( 

**Excludes  University  System 

***Excludes  liquor  store  employees 

****Includes  additional  FTE  authorized  by  1991  Legislature 

!S 

The  Executive  Budget  (pages  S27-S28)  compares  total 
FTE  shown  on  the  P/P/P  and  RERS  systems  as  of 
October  19,  1992,  with  those  recommended  in  the 
Executive  Budget.  Based  on  this  comparison,  it 
concludes  that  the  number  of  FTE  are  reduced  by 
87.47  in  fiscal  1994  and  increased  by  51.06  in  fiscal 
1995.  However,  total  FTE  on  P/P/P  and  RERS  include 
both:  1)  FTE  added  through  budget  amendment, 
legislative  contract  authority  (LCA),  and 
administrative  changes;  and  2)  FTE  authorized  in 
House  Bill  2. 

As  Table  8  shows,  significant  numbers  of  FTE  are 
added  through  budget  amendments  each  biennium. 
Another  50  FTE  were  added  through  LCA  to  date  in 
the  1993  biennium.  These  FTE  are  not  considered  by 
the  legislature  and  are  not  included  in  the  FTE 
authorized  in  the  general  appropriations  act. 


Table  8 

FTE  Added  Through 

Budget  Amendment 

1984-1993 

Biennium 

1985 
1987 
1989 
1991 
1993* 

FTE 

92.49 

76.62 

93.76 

219.95 

206.91 

♦Through  November  1992 
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In  addition,  the  FTE  totals  on  pages  S27-S28  of  the 
Executive  Budget  do  not  include  28.8  additional  FTE 
that  would  be  added  as  a  result  of  the  executive  policy 
initiative  to  make  county  assessors  and  deputies  state 
employees  (page  A78  of  the  Executive  Budget). 

5%  Reductions 

During  the  July  1992  special  session,  the  legislature 
added  language  to  House  Bill  2  requiring  state 
agencies  to  submit  their  current  level  budget  requests 
for  the  1995  biennium  with  FTE  and  personal  services 
reductions  equivalent  to  5  percent  of  their  fiscal  1993 
personal  services  appropriation,  as  amended  through 
the  January  1992  special  session.  This  requirement 
applies  to  executive  and  legislative  branch  agencies 
and  the  Office  of  the  Commissioner  of  Higher 
Education.  It  does  not  apply  to:  1)  agencies  with  20  or 
fewer  FTE  and  agencies  allocated  to  a  department  for 
administrative  purposes  only;  and  2)  per  diem 
compensation  paid  to  board  members,  council 
members,  commission  members,  or  legislators. 

While  most  agencies  removed  the  required  5  percent 
from  their  current  level  budget  requests,  many 
requested  that  these  funds  and  the  related  FTE  be 
restored  as  budget  modifications.  In  most  instances, 
the  Executive  Budget  adopted  the  agency  request.  As 
Table  9  shows,  570.52  FTE  and  $31.4  million  of 
biennial  personal  services  costs  were  eliminated  in  the 
current  level  budgets  submitted  by  these  agencies.  The 
Executive  Budget  restores  344.37  of  these  FTE  or  60 
percent  in  budget  modifications. 


In  six  agencies,  the  executive  restored  all  FTE 
eliminated  in  the  current  level  budget  request: 
Governor's  Office,  Secretary  of  State,  Library 
Commission,  Historical  Society,  Livestock,  and 
Transportation.  The  Office  of  the  Commissioner  of 
Higher  Education  did  not  submit  its  budget  request 
with  the  5  percent  reduction,  and  the  executive  did  not 
reduce  FTE  in  this  agency.  In  another  eleven  agencies, 
the  executive  included  a  portion  of  the  eliminated  FTE 
in  budget  modifications. 

In  the  remaining  nine  agencies,  none  of  the  eliminated 
FTE  are  included  in  executive  budget  modifications. 
Seven  of  these  agencies  did  not  request  the  executive 
to  restore  the  FTE:  Legislative  Council,  Legislative 
Auditor,  Commerce,  Military  Affairs,  Agriculture, 
Natural  Resources  and  Conservation,  and  Corrections 
and  Human  Services  (DCHS).  In  DCHS,  the  reduced 
FTE  reflect  the  executive  proposal  to  close  the  nursing 
home  and  hospital  at  Galen. 

The  executive  denied  requests  to  restore  the  deleted 
FTE  in  two  agencies:  State  Auditor's  Office  and  Public 
Service  Commission.  These  agencies,  as  well  as  the 
Department  of  Justice,  are  submitting  elected  official 
budget  modifications  to  restore  a  portion  of  eliminated 
FTE. 

Table  9  shows  the  executive  calculations  for  the  5 
percent  requirement  for  each  agency,  the  amount 
submitted  by  the  agency,  and  the  amount  restored  in 
the  Executive  Budget. 
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Table  9 

Executive  Response  to  5%  Reductions 

1995  Bii 

;nnium 

Target 

Restored 

in  the 

Biennial 

—  Submitted  — 

-  Executive  Budget  - 

Agency 

Reduction* 

FTE 

Amount 

FTE 

Amount 

Transportation 

$6,565,072 

136.25 

$6,580,149 

136.25 

$6,579,304 

Corrections  &  Human  Services 

5,961,686 

102.15 

5,661,686 

0.00 

0 

Social  &  Rehabilitation  Services 

2,518,302 

49.32 

2,521,503 

37.57 

1,916,169 

Justice 

2,036,124 

30.50 

1,910,836 

1.10 

138,935 

Labor  &  Industry 

1,838,222 

32.25 

1,811,342 

31.35 

1,761,624 

Revenue 

1,762,604 

34.90 

1,742,412 

30.11 

1,520,250 

Family  Services 

1,725,462 

29.85 

1,687,202 

26.85 

1,506,194 

Fish,  Wildlife  and  Parks 

1,691,422 

25.40 

1,693,835 

20.41 

1,682,363 

Health  &  Environmental  Sciences 

1,245,566 

20.09 

1,251,004 

19.59 

1,177,893 

State  Lands 

1,059,034 

17.84 

1,056,122 

10.46 

564,924 

Administration 

1,001,490 

15.38 

997,016 

11.73 

643,212 

Commerce 

896,216 

16.00 

907,480 

0.00 

0 

Natural  Resources  &  Conservation 

754,980 

12.78 

754,980 

0.00 

0 

Office  of  Public  Instruction 

463,796 

6.00 

463,796 

2.50 

216,114 

Livestock 

365,704 

4.00 

271,335 

4.00 

271,335 

Agriculture 

295,140 

5.00 

322,788 

0.00 

0 

School  for  the  Deaf  &  Blind 

261,394 

3.70 

261,394 

2.92 

179,232 

Military  Affairs 

229,836 

5.25 

238,718 

0.00 

0 

Legislative  Auditor 

228,900 

4.00 

231,144 

0.00 

0 

Commissioner  of  Higher  Education 

226,820 

0.00 

0 

0.00 

0 

Governor's  Office 

214,166 

3.25 

218,143 

3.25 

222,654 

State  Auditor 

190,084 

3.33 

95,042 

0.00 

0 

Legislative  Council 

170,084 

4.20 

230,466 

0.00 

0 

Public  Service  Regulation 

164,334 

2.80 

164,404 

0.00 

0 

Historical  Society 

140,458 

2.59 

128,117 

2.59 

133,002 

Secretary  of  State 

90,476 

1.95 

85,970 

1.95 

85,970 

Library  Commission 
TOTAL 

83,338 
$32,180,710 
instructions 

1.74 
570.52 

74,860 
$31,361,744 

1.74 
344.37 

78.880 

$18,678,055 

*  As  calculated  in  Executive  Budget 
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Additional  Supplemental 

The  Executive  Budget  includes  $67.5  million  in 
additional  supplemental  requests  for  the  1993 
biennium.  Of  this  amount,  $22.3  million  is  from 
the  general  fund.  Total  supplemental  requested 
for  the  1993  biennium  are  $126.7  million.  This 
total  includes  the  $59.2  million  ($52.6  million 
general  fund)  that  has  already  been  approved  by 
the  legislature.  During  the  January  1992  special 
session,  the  legislature  funded  $50.3  million  ($43.7 
million  general  fund)  in  supplemental,  at  the 
request  of  the  executive.  During  the  July  1992 
special   session,   an   additional   $8.9   million   of 


general  fund  was  appropriated,  including  $7.9 
million  to  the  school  equalization  account  (SEA) 
and  $1.0  million  to  the  Department  of  State 
Lands  for  fire   suppression   costs. 

As  discussed  below,  several  of  the  additional 
supplemental  requested  in  the  Executive  Budget 
presented  to  the  1993  Legislature  reverse  budget 
reductions  imposed  by  the  legislature  during  the 
January   and  July   special   sessions. 

Table  1  shows  the  general  fund  supplemental 
appropriations  approved  in  each  special  session 
and  the  additional  general  fund  supplemental 
requested  in   the   Executive   Budget. 


Table   1 

General  Fund 

Supplemental 

1993   Biennium 

1/92   Special 

7/92   Special 

Additional 

Aeencv 

Session 

Session 

Requested 

Total 

Social   &   Rehab.   Services 

$9,599,776 

$11,417,590 

$20,977,366 

Family   Services 

2,202,939 

3,239,078 

5,442,017 

Corrections  &   Human 
Services 

1,919,403 

3,570,238 

5,489,641 

State  Lands 

5,573,650 

$1,000,000 

1,303,097 

7,876,747 

Public  Instruction 

SEA  Revenue  Shortfall 

24,130,000 

2,520,000 

26,650,000 

SEA  ANB   increase 

5,350,000 

5,350,000 

State  Auditor 

155,000 

155,000 

Governor's   Office 

15,620 

15,620 

Justice 

1,284,500 

1,284,500 

Board   of  Public   Education 

40,813 

40,813 

Historical   Society 

32,402 

32,402 

Revenue 

216,077 

929,217 

1,145,294 

Judiciary 

37,712 

37,712 

Military  Affairs 

24,152 

24,152 

Health   &   Environ.   Sciences 

145,962 

145,962 

Livestock 

105,512 

105,512 

Commissioner   of  Higher   Ed 

11,617 

11,617 

School  for  the  Deaf  &  Blind 
Total 

65,443 
$22,329,931 

65,443 
$74,889,798 

$43,689,867 

$8,870,000 
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As  Table  1  shows,  $26.7  million  of  the 
supplemental  for  the  SEA  is  due  to  revenue 
shortfalls.  This  portion  of  the  supplemental  did 
not  fund  increased  expenditures;  it  ensured 
sufficient  revenue  in  the  SEA  to  fund  the 
foundation  program  at  the  level  appropriated  by 
the  1991  legislature.  The  remainder  of  the 
supplemental  to  the  SEA  was  used  to  fund 
increased  expenditures  due  to  higher-than- 
anticipated  enrollments  in  Montana  public  schools. 

Total  general  fund  supplemental  for  the  1993 
biennium  are  much  higher  than  historical  levels. 
When  the  supplemental  due  to  SEA  revenue 
shortfalls  is  removed,  supplemental  for  increased 
expenditures  total  $48.2  million.  As  Table  2 
shows,  this  is  nearly  double  the  amount  of 
general   fund   supplemental   in   previous   biennia. 


Table  2 
General   Fund   Supplemental 
Increased   Expenditures 

for 

Biennia 

Millions 

1987 

$25.8 

1989 

17.1 

1991 

19.8 

1993 

48.2 

Table  3  shows  the  additional  supplemental 
requested  in  the  Executive  Budget  by  agency  and 
fund  type.  Detail  on  these  supplemental  is 
provided  in  the  agency  narratives  in  sections  A-E. 


Table 

3 

Additional  FY 

1993 

Supplemental  s 

Included  in 

Executive  Budget 

Agency 

General   Fund 

Other  Funds             Agency  Total 

Judiciary 

$37,712 

Law  Library 

$37,712 

State  Auditor 

155,000 

Warrant  Writing  System 

155,000 

Justice 

1,947,500 

Legal   Services 

1,099,500 

County  Attorney   Payroll 

35,000 

Transportation   of  Prisoners 

150,000 

Highway   Patrol 

$663,000 

Transportation 

593,500 

Motor   Pool 

593,500 

Revenue 

929,217 

Property  Assessment 

910,000 

Income   Tax 

19,217 

State  Fund 

18,741,000 

18,741,000 

Military  Affairs 

24,152 

Disaster  and  Emergency  Services 

8,000 

Air  National  Guard 

14,352 

Veterans'  Affairs   Division 
1  Total  -  Section  A 

1.800 
$2,430,581 

$19,997,500 

$22,428,081 

1   Due   to  higher-than-anticipated   SEA  revenues  in   fiscal    1993,   approximately  $18.5   million   of  this 
supplemental   will   not  be  needed   and   will   be   returned   to   the  general   fund. 
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Agency 

General   Fund 

Other   Funds 

Agency  Total 

Health   and   Environmental   Sciences 

$145,962 

Water   Quality   Bureau 

$145,962 

Labor   and   Industry 

125,000 

Employment  Relations 

$125,000 

Social   and  Rehabilitation   Services 

36,321,267 

Family  Assistance 

1,522,380 

Support  Services 

77,279 

1,239,617 

Medical  Services 

9,571,712 

23,290,558 

Management,  Analysis,  and  Systems 

175,000 

325,000 

Vocational   Rehabilitation 

71,219 

71,219 

Family  Services 

3,239,078 

Juvenile  Corrections 

204,244 

Community   and   Protective   Services 
Total  -  Section  B 

3.034.834 
$14,802,630 

$25,028,677 

$39,831,307 

Fish,  Wildlife,   and   Parks 

$64,000 

Enforcement 

$64,000 

State  Lands 

1,303,097 

Forestry 

$1,303,097 

Livestock 

211,024 

Meat  and   Poultry   Inspection 
Total  -  Section  C 

105.512 
$1,408,609 

105.512 
$169,512 

$1,578,121 

Corrections  and  Human  Services 

$3,570,238 

Corrections   and   Others 
Total   -   Section   D 

$3,570,238 
$3,570,238 

$0 

$3,570,238 

Board   of  Public   Education 

$40,813 

Administration 

$40,813 

Commissioner  of  Higher  Education 

11,617 

Student  Assistance 

11,617 

School  for  the   Deaf  &   Blind 

65,443 

Education 

52,400 

General   Services 
Total   -   Section   E 

13,043 
$117,873 

$0 

$117,873 

TOTAL  SUPPLEMENTALS 

$22,329,931 

$45,195,689 

$67,525,620 

Summary  47 


SUPPLEMENTAL  REQUESTS 


Reverse  Legislative  Budget 
Reductions 

Three  of  the  additional  supplemental  requested  in 
the  Executive  Budget  reverse  budget  reductions 
imposed  by  the  legislature  during  the  January 
and  July   1992   special   sessions: 

1)  Department  of  Justice.  During  the  January 
special  session,  the  Executive  Budget  recommended 
and  the  legislature  approved  a  $50,000  per  year 
reduction  in  the  Extradition  and  Transportation  of 
Prisoners  program.  The  executive  stated  that 
"lower  cost  options  implemented  by  the  Governor's 
Office  and  the  department  for  the  extradition  of 
prisoners  to  Montana  and  department  coordination 
of  cost  reduction  measures  will  reduce  travel  and 
transportation  expenses".  These  cost  reductions 
did  not  occur.  In  fiscal  1992,  cost  overruns 
required  a  transfer  of  $65,000  from  the  program's 
fiscal  1993  appropriation.  The  Executive  Budget 
includes  a  $150,000  general  fund  supplemental 
request  for  fiscal    1993. 

During  the  January  special  session,  the  Executive 
Budget  recommended  and  the  legislature  approved 
a  $46,240  reduction  in  the  general  fund 
appropriation  for  additional  funds  for  the  highway 
patrol  retirement  system  (House  Bill  77).  The 
Executive  Budget  includes  a  supplemental  request 
for  $280,000  in  highway  special  revenue  funds  to 


cover  the  general  fund  reduction  and  other 
funding  shortfalls   in   the   retirement   system. 

2)  Department  of  Transportation.  During  the 
July  special  session,  the  legislature  reduced  the 
Motor  Pool's  proprietary  fund  appropriation  by 
$218,000,  the  amount  budgeted  for  equipment 
(including  18  new  vehicles).  This  action  was 
based  upon  a  Legislative  Audit  finding  that  the 
motor  pool  fleet  was  larger  than  needed  and 
could  be  reduced  by  30  vehicles.  The  legislature 
directed  that  $218,000  be  transferred  from  the 
proprietary  account  to  the  general  fund.  The 
Executive  Budget  requests  a  supplemental  for 
$593,000  proprietary  funds  to  replace  53  vehicles 
in  the  Motor  Pool  in  fiscal  1993,  citing  increased 
agency  demand  for  rental   vehicles. 

3)  Commissioner  of  Higher  Education  (CHE). 
During  the  July  special  session,  the  legislature 
reduced  the  WICHE  appropriation  by  $14,351, 
which  was  the  estimated  amount  that  would  not 
be  needed  based  on  anticipated  student 
enrollment.  The  Executive  Budget  includes  a 
general  fund  supplemental  request  for  $11,617  for 
the  WICHE  program  because  a  student  who  was 
eligible  for  assistance  in  fiscal  1992  but  was  not 
enrolled  is  now  enrolled  for  fiscal  1993.  The 
requested  supplemental  represents  only  0.7  percent 
of  CHE's  fiscal  1992  appropriation  (excluding 
student  assistance  and  community  college 
assistance). 
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Salary  Freeze 

The  Stephens'  Executive  Budget  proposes  no 
salary  increases  for  state  employees  during  the 
1995  biennium.  As  Table  1  shows,  the 
legislature     has     granted     pay     increases     in 


12  of  the  last  14  years.  A  salary  freeze  was 
last  imposed  in  the  1989  biennium.  The  table 
shows  salary  increases  during  the  period  fiscal 
1980  through  1993  for  continuously  employed 
FTE  (i.e.  includes  step  increases).  The  table 
also  shows  the  executive  proposal  for  the  1995 
biennium. 


Percentage 

Table   1 
Increases*  in  Salaries  for  Selected 
(FY  1980   -   1995) 

Grades 

Fiscal  Year 

Grade   8 

Grade    12 

Grade   16 

Grade   20 

1980 

6.6% 

6.2% 

6.4% 

6.1% 

1981 

7.9 

7.1 

7.1 

6.6 

1982 

13.1 

11.4 

10.7 

10.7 

1983 

13.1 

11.5 

10.7 

10.8 

1984 

3.8 

3.8 

3.7 

3.7 

1985 

3.9 

3.8 

3.7 

3.7 

1986 

2.3 

1.7 

1.6 

1.6 

1987 

4.2 

3.6 

3.5 

3.4 

1988 

0.0 

0.0 

0.0 

0.0 

1989 

0.0 

0.0 

0.0 

0.0 

1990 

3.5 

2.7 

2.5 

2.5 

1991 

3.4 

2.6 

2.5 

2.5 

1992 

7.4 

5.9 

4.8 

4.0 

1993 

5.2 

4.1 

3.5 

3.2 

1994   (Executive 

Proposal) 

0.0 

0.0 

0.0 

0.0 

1995   (Executive 

Proposal) 

0.0 

0.0 

0.0 

0.0 

♦Excludes   increases   in   the   employer  contribution   rate  for 
Source:      Department  of  Administration,   Personnel   Division 

group  benefits. 

Includes   step 

increases. 

As  shown  in  the  graph  on  the  next  page, 
during  the  period  fiscal  1980  through  1993, 
most  state  employees'  salaries  failed  to  keep 
pace  with  inflation,  despite  the  large  pay  plan 
increases  during  the  1983  and  1993  biennia. 
The  gap  between  salary  growth  and  inflation 
will   widen   during  the    1995   biennium   under 


the  executive  pay  plan  proposal.  The  graph 
compares  the  salaries  of  employees  at  four 
grade  levels  to  inflation  during  the  period 
fiscal  1979  through  fiscal  1993.  It  also  shows 
the  impact  of  the  executive  proposal  for  the 
1995   biennium. 
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140 
120 
100 


Classified  Employee  %  Salary  Increases 

Step  2  in  FY79  Continuously  Employed 
in  Same  Grade  Through  FY9S 


79  80  81  82  83  84  85  86  87  88  89  90  91  92  93  94  95 


Health       Insurance 
Increase 


Premium 


The  state  administers  two  self-insured  employee 
health  insurance  programs.  The  Department 
of  Administration  (DofA)  manages  the  largest 
program,  which  covers  active  and  retired  state 
employees.  The  Montana  University  System 
(MUS)  group  insurance  program  covers  active 
and   retired  university   system   employees. 


The  Executive  Budget  proposes  to  increase 
state  contributions  for  employees'  health 
insurance  premiums  from  the  fiscal  1993  level 
by  $20  per  month  in  fiscal  1994  and  an 
additional  $20  per  month  in  fiscal  1995.  This 
increase  will  cost  approximately  $5.0  million 
general  fund  ($10.9  million  total  funds)  during 
the  biennium  (based  on  the  FTE  included  in 
the   Executive   Budget). 

Table  2  shows  the  increases  in  the  state 
contribution  for  health  insurance  during  the 
last  decade.  The  state  contribution  has  been 
increased  in  12  of  the  last  14  years.  During 
the  1989  biennium,  there  was  no  increase  in 
the  state  contribution.  In  addition,  state 
employees  received  no  salary  increase  during 
that  biennium. 

Table  2  also  shows  the  cost  in  the  DofA 
insurance  program  of  the  core  plan  premium, 
the  additional  premium  for  family  coverage, 
and  an  employee's  "out-of-pocket"  .cost  for 
family   coverage   in    recent  years. 
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Monthly 

Premiums  and 

Table   2 
Employer   Contribution   History   for   State 
Insurance  Program 
Insurance  Years    1980   to    1995 

Employee  Health 

Fiscal 

State   Share 

Core  Plan 
Premium 

Additional   Premium   for 
Family 
Health   Coverage 

Employee   Cost  for 
Family   Coverage* 

1980 

$50.00 

$45.00 

$33.76 

$28.76 

1981 

60.00 

55.00 

39.40 

34.40 

1982 

70.00 

65.00 

47.84 

42.84 

1983 

80.00 

77.67 

56.93 

54.60 

1984 

90.00 

83.70 

57.00 

50.70 

1985 

100.00 

93.70 

57.00 

50.70 

1986 

105.00 

96.20 

57.00 

48.20 

1987 

115.00 

101.20 

57.00 

43.20 

1988 

115.00 

101.20 

57.00 

43.20 

1989 

115.00 

101.20 

57.00 

43.20 

1990 

130.00 

116.20 

57.00 

43.20 

1991 

150.00 

136.30 

67.00 

53.30 

1992 

170.00 

156.30 

84.00 

70.30 

1993 

190.00 

176.30 

89.00 

75.30 

1994** 

210.00 

NA 

NA 

NA 

1995** 

230.00 

NA 

NA 

NA 

*Out-of-pocket   costs. 
**Executive   Budget 

The  Executive  Budget  projects  that  the 
proposed  increase  in  state  contribution  will  not 
be  sufficient  to  keep  the  DofA  self-insured 
program  actuarially  sound.  As  Table  3  shows, 
even  with  the  proposed  increase,  expenses  will 
exceed     revenues     in      fiscal    1995,      causing  a 


decline  in  reserves.  The  Executive  Budget 
states  that  additional  cost  containment 
measures,  benefit  reductions,  or  increased  "out- 
of-pocket"  contributions  from  state  employees 
will  be  necessary  to  keep  the  program  solvent. 
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Self-Insured 

Table  3 
Group   Health  Insurance 
Income  and  Expenses 

(Millions) 

Program 

—Projected— 

Actual    1991 

Actual    1992 

1993 

1994 

1995 

Operations 

Income 

$28.2 

$32.5 

$36.0 

$39.8 

$43.8 

Expenses 

28.3 

31.5 

35.1 

39.4 

44.9 

Excess   (Loss) 

$(0.1) 

$1.0 

$0.9 

$0.4 

$(1.1) 

Reserves 

Year  End 

Balance 

$10.7 

$11.6 

$12.5 

$13.0 

$11.9 

Required 

Reserve 

M 

8.9 

9.8 

11.1 

12.8 

Surplus  (deficit) 

Ml 

$2.7 

$2,7 

$1.9 

$(0.9) 

The  MUS  group  insurance  program  is  in  worse 
financial  health  than  the  DofA  program.  Even 
with  the  increases  in  the  state  contribution, 
expenditures  will  exceed  revenues  during  the 
period  fiscal  1993  through  1995,  resulting  in 
the  total  depletion  of  current  reserves  and  the 
insolvency  of  the  program  by  fiscal  1995. 
Based  on  MUS's  current  revenue  estimates  and 
expenditure  patterns,  additional  employee 
contributions  of  (or  cost  containment  measures 
equal  to)  $70  per  month  in  fiscal  1994  and 
$83  per  month  in  fiscal  1995  will  be  necessary 
in  addition  to  the  $20  per  month  increased 
state  share  in  order  to  maintain  the  solvency 
of  the  program.  (For  further  analysis  of  the 
state  insurance  and  the  MUS  group  insurance 
programs,   see  pages   E-49). 

Open-Range,  Market-Based  Plan 

During  the  1991  regular  session,  the 
legislature  enacted  in  House  Bill  509  (HB509) 
a  substantial  change  in  the  state  employee 
classification     and     compensation     system.         It 


repealed  the  "grade-and-step"  employee  pay 
system  that  had  been  in  effect  since  1975  and 
implemented   a   "market-based"   plan. 

Under  a  market-based  plan,  the  entry  and 
market  salaries  are  based  upon  salary  surveys 
of  comparable  jobs  in  the  "relevant  job 
market".  The  entry  and  market  salaries  in 
HB509  are  based  upon  a  survey  done  in  1990 
of  Montana  public  and  private  employers  and 
the  state  governments  of  North  Dakota,  South 
Dakota,  Wyoming,  Idaho,  and  Washington. 
The  salaries  for  each  grade  are  based  upon 
the  weighted  average  survey  salaries  for 
selected   occupations   within   each   grade. 

Under  the  new  open-range  structure,  employees 
are  no  longer  in  the  previous  13-step  structure 
and  new  state  employees  do  not  receive  a  one- 
step  increase  after  satisfactory  completion  of  a 
probationary  period.  Rather,  new  employees 
are  hired  at  the  entry  salary  and  progress 
toward  the  market  salary  based  upon  formula- 
driven  progression  increases.  The  1991 
Legislature  funded  progression  rate  increases  of 
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0.125  percent  for  the  1993  biennium  for  state 
employees  covered  under  the  general  matrix. 
Under  the  executive  proposal,  there  would  be 
no  progression  increases  during  the  1995 
biennium. 

The  new  open-range,  market-based  plan  was 
designed  to  address  problems  identified  by  the 
State  Employee  Compensation  Committee,  a 
nine-member  committee  established  by  the  1989 
Legislature.  After  conducting  a  salary  survey 
in  surrounding  state  governments  and  among 
private  and  public  employers  in  Montana,  the 
committee  found  that  salaries  for  many  mid- 
and  top-level  employees  and  entry  salaries  for 
employees  in  some  professional  and  technical 
fields  were  well  below  the  levels  paid  by  other 
public  employers  and  private  industry  in 
Montana.  It  also  determined  that  the  existing 
13-step  plan  was  too  rigid  and  that  freezing 
steps  in  recent  years  had  resulted  in 
significant  pay  compression  (over  50  percent  of 
all  employees  were  at  step  3  or  below).  The 
committee  found  that  these  problems  created 
recruitment  and  retention  problems  throughout 
state  government.  To  alleviate  these  problems, 
the  committee  suggested  an  open-range, 
market-based,  which  the  1991  Legislature 
adopted   with   some   modifications. 

In  adopting  the  new  pay  system,  the  1991 
Legislature   stated   (section   2-18-301,   MCA): 


It  is  the  intent  of  the  legislature  that 
compensation  for  state  employees. ..be 
based  on  an  analysis  of  the  labor 
market  as  provided  by  the  department 
in  a  salary  survey  to  the  legislature  at 
the  start  of  each  legislative   session. 

In  October,  1992,  DofA  completed  the  1992 
salary   survey.      The   survey   showed: 

1)  the  lag  between  the  market  salary  as 
shown  in  the  survey  and  the  average  salary 
paid  to  state  employees  lessened  (from  13 
percent  in  the  1990  period  to  9  percent  in 
1992). 

2)  the  market  has  continued  to  increase  by 
about  3   percent  per  year. 

3)  salaries  for  state  employees  at  the  lower 
grade  levels  are  higher  than  for  comparable 
positions  in  the  market  survey,  while  salaries 
for  employees  in  middle  and  high  grade  levels 
are  lower  than  the  market.  This  finding  is 
similar  to   the    1990   survey. 

Table  4  compares  the  average  actual  monthly 
pay  of  all  non-university  system  permanent 
state  employees  to  the  market  rate  reported  in 
the  1990  and  1992  surveys  for  positions 
classified   within   the   respective   grades. 
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Table 

4 

State  Employee  Actual  Pay 
Compared   to   Market  Pay 

Grade 

1990  Survey 

1992   Survey 

5 

87.0% 

97.6% 

6 

96.0 

101.8 

7 

96.8 

100.8 

8 

83.8 

100.9 

9 

88.6 

101.5 

10 

91.0 

95.1 

11 

90.9 

89.2 

12 

87.0 

91.4 

13 

84.0 

89.5 

14 

84.3 

89.9 

15 

84.0 

85.1 

16 

88.5 

87.2 

17 

94.0 

92.9 

18 

82.3 

88.1 

19 

88.3 

83.3 

20 

95.1* 

86.3 

21 

95.1* 

84.1 

22 

95.1* 

88.6 

'Average  grades  20-22 
Source:      DofA   1990   and 

1992 

surveys 

The  1992  survey  results  support  two 
conclusions: 

1)  to  maintain  the  current  position,  salaries 
for  state  employees  at  grade  11  or  above 
would  have  to  be  raised  an  average  3  percent 
per  year  during  the    1995   biennium;   and 

2)  during  its  first  two  years,  the  market-based 
plan  eliminated  the  gap  between  state  salaries 
and  market  salaries  for  employees  in  grades  5 
through  9  and  narrowed  the  gap  for  some 
mid-level  employees  (grades  10  through  16). 
As  Table  4  shows,  state  salaries  for  grade  14 
employees  were  at  84.3  percent  of  the  market 
in  1990,  but  had  risen  to  89.9  percent  by 
1992.  However,  as  the  table  shows,  the  gaps 
between  state  and  market  salaries  for  grade 
16  and  above  widened  during  the  two  year 
period. 

A  salary  freeze  during  the  1995  biennium 
would:  1)     cause     salaries     for     all     state 

employees  to  fall  further  behind  the  market; 
and  2)  further  widen  the  gap  between  state 
salaries  and  the  market  for  mid-to-top  level 
employees. 
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Executive  Proposal 

The  Executive  Budget  proposes  major  changes  in  the 
laws  governing  local  school  districts  and  in  state 
support  for  K-12  education.  Effective  in  fiscal  1995, 
the  proposed  changes  would: 

1)  establish  one  school  district  for  each  county. 
Under  this  proposal,  the  existing  514  elementary 
and  high  school  districts  would  be  eliminated  and 
replaced  with  a  single  combined  elementary/high 
school  district  in  each  county.  A  single  school  board 
elected  countywide  would  oversee  this  district.  It 
would  determine  how  state  support  payments  were 
allocated  among  schools  in  the  district. 

2)  provide  foundation  schedule  payments  for 
elementary  schools  based  on  county- wide  enrollment 
totals.  Foundation  schedule  payments  for  high 
schools  would  continue  to  be  based  on  individual 
school  enrollments; 

3)  base  guaranteed  tax  base  (GTB)  aid  payments  for 
both  elementary  and  high  schools  on  countywide 
taxable  values  and  enrollments; 

4)  require  extracurricular  activities  be  funded 
through  local  voted  levies  outside  of  the  district 
general  fund;  and 

5)  require  that  retirement  costs  be  paid  from 
districts'  general  fund  rather  than  from  county-wide 
retirement  levies. 

The  Executive  Budget  estimates  that  these  changes 
would  reduce  state  costs  by  $16.3  million  during 
fiscal  1995,  as  shown  in  Table  1.  Despite  the 
significant  changes  proposed,  these  estimated 
savings  will  reduce  the  annual  cost  of  state  support 
for  K-12  education  by  less  than  4  percent.  As  Table 
2  shows,  state  support  totalled  $893.6  million  in  the 
1993  biennium  and  is  projected  to  increase  by  over 
$37  million  during  the  1995  biennium  due  to 
increasing  enrollments. 


Table    1 

Proposed 

Changes   in   State 

Support  for 

K-12   Executive   Budget   Estimate, 

FY95 

Estimated 

Proposal 

Savings 

(Millions) 

Consolidated 

elementary   districts 

$7.7 

County-wide 

GTB   calculation 

6.6 

Eliminate   state   support  for 
extracurricular  activities 

0.0 

Retirement  < 

»sts   in   general   fund 

2.0 

Total 

$16.3 

In  addition,  the  Executive  Budget  proposes  to  lessen 
expenditures  from  the  insolvent  school  equalization 
account  (SEA)  by: 

1)  maintaining  the  foundation  schedules  at  the  level 
set  in  fiscal  1991.  These  schedule  amounts  were  not 
increased  during  the  1993  biennium. 

2)  continuing  to  deposit  revenue  from  timber  sales 
on  state  lands  into  the  SEA,  rather  than  the 
common  school  trust.  During  the  January  1992 
special  session,  the  legislature  approved  this 
reallocation  for  fiscal  1993  only. 

3)  funding  state  support  for  transportation  entirely 
from  the  general  fund.  During  the  1991  regular 
session,  $7.8  million  of  transportation  costs  were 
funded  from  this  account. 

The  following  sections  provide  background 
information  on  the  school  foundation  program  and 
an  analysis  of  the  Executive  Budget  proposals. 
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State  Support  for  K-12 

During  the  1993  biennium,  state  support  for  public 
elementary  and  high  schools  (K-12  grades)  was 
$893.6  million,  as  shown  in  Table  2.  This  is  the 
single  largest  area  of  expenditure  of  state  funds, 
dwarfing  the  $370.7  million  general  fund  spent  to 
operate  state  government  agencies  and  the  $247.8 
million  general  fund  appropriated  to  the  university 
system  during  the  1993  biennium. 


in  the  1995  biennium  would  bring  schedules  in  line 
with  inflation  over  this  15  year  period. 


Table   2 

State   Support  for  K-12 

Education 

1993   Biennium   (Millions) 

State 

Progrram 

Support 

Foundation 

$701.1 

Guaranteed  Tax   Base  Aid 

92.9 

Transportation 

19.9 

Special   Education 

67.7 

Other   Pass-Through 

4.2 

OPI   Operation 

13. 

Total 

$893.6 

State  support  for  K-12  education  increased 
substantially  in  fiscal  1991,  when  the  new  school 
equalization  bill  passed  during  the  June  1989 
special  session  went  into  effect.  This  bill  increased 
foundation  schedules  by  14  to  24  percent  and 
provided  state  GTB  support  for  a  portion  of 
permissive  and  retirement  costs.  While  annual  state 
support  for  K-12  expenditures  in  the  1993  biennium 
was  only  2.3  percent  above  the  fiscal  1991  level,  this 
is  more  than  $110  million  per  year  above  the  fiscal 
1990  expenditures  for  state  support  for  K-12. 

During  the  period  1979  through  1993,  foundation 
schedule  increases  exceeded  the  rate  of  inflation,  as 
the  graph  to  the  right  shows.  Despite  no  increase 
for  the  1993  biennium,  schedules  have  kept  pace 
with  inflation  over  the  period  due  to  the  large 
increases  in  the  1983  biennium  and  in  fiscal  1991. 
Under  the  executive  proposal,  the  continued  "freeze" 
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However,  Table  3  shows  that  schedule  increases  in 
most  years  during  this  period  have  been  less  than 
the  inflation  rate. 


Table   3 

Historical 

Percentage   Changes 

Foundation 

Schedules  & 

Inflation 

Inflation 

%   Change 

Fiscal  Year 

Change   (%) 

Schedules 

1982 

7.68 

18.00 

1983 

5.84 

15.00 

1984 

4.84 

4.00 

1985 

4.75 

3.00 

1986 

3.74 

4.00 

1987 

3.43 

1.00 

1988 

4.31 

0.00 

1989 

4.81 

0.00 

1990 

4.78 

3.00 

1991 

4.42 

21.82 

1992 

3.71 

0.00 

1993 

3.35 

0.00 

1994* 

3.93 

0.00 

1995* 

4.11 

0.00 

*Executive 

Budget  proposal 
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The  large  schedule  increase  in  fiscal  1991  was 
primarily  a  reallocation  between  state  and  local 
school  district  support.  Data  compiled  by  the  Office 
of  Public  Instruction  (OPI)  shows  that  statewide 
school  districts  increased  general  fund  expenditures 
by  only  5.1  percent  between  fiscal  1990  and  1991, 
despite  the  large  increase  in  state  support.  The 
average  statewide  increase  between  fiscal  1991  and 
1992  was  4.2  percent. 

Since  foundation  schedules  were  enacted  in  1949, 
there  have  only  been  three  biennia  in  which  there 
were  no  foundation  schedule  increases:  the  1953 
biennium,  1989  biennium,  and  1993  biennium. 
Foundation  schedules  have  never  been  "frozen"  for 
two  biennia  in  a  row,  as  proposed  in  the  Executive 
Budget. 


While  the  Executive  Budget  proposes  to  maintain 
the  foundation  schedules  at  the  fiscal  1991  level,  it 
will  reduce  elementary  district  payments  by  $7.7 
million  in  the  1995  biennium  by  using  county-wide, 
rather  than  district,  enrollments.  The  impact  of  this 
proposal  is  discussed  in  more  detail  below. 

Structural  Deficit  in  SEA  Account 

While  the  new  school  equalization  program  that 
went  into  effect  in  fiscal  1991  was  designed  to  be 
funded  entirely  from  the  SEA,  there  has  been 
insufficient  revenue  in  the  account  to  fund  the 
foundation  schedules  and  GTB  for  the  last  three 
years,  as  Table  4  shows. 


Table  4 

Structural  Imbalance  in  the  SEA 

1991-1995  (Millions) 

Fiscal 

Revenues* 

Ex 

penditures 

Difference 

1991 

$379.4 

$391.5 

($12.1) 

1992 

380.0 

398.1 

(18.1) 

1993** 

400.3 

404.3 

(4.0) 

1994** 

381.7 

417.7 

(36.0) 

1995** 

390.2 

422.0 

(31.8) 

*Includes  adjustments 
**Estimated  based  on 

and  residual  equity  transfers 
current  law  and  ROC  estimates 

The  gap  between  revenues  and  expenditures 
narrowed  in  fiscal  1993  as  a  result  of  action  taken 
during  the  January  and  July  1992  special  sessions: 

1)  During  the  January  1992  special  session,  the 
legislature  approved  a  temporary  reallocation  of 
revenue  received  from  the  sale  of  timber  on  state 
lands.  Historically,  this  revenue  has  been  deposited 
in  the  common  school  trust.  Of  the  interest  earned 
on  this  trust,  95  percent  is  distributed  to  the  SEA 
and  5  percent  retained  in  the  trust.  During  fiscal 
1993,  $4.5  million   of  timber  sales  revenue  was 


deposited  in  the  SEA,  rather  than  in  the  trust.  The 
Executive  Budget  proposes  to  make  the  1992 
legislation  permanent,  resulting  in  an  estimated 
$8.0  million  additional  revenue  to  the  SEA  in  the 
1995  biennium.  If  approved,  this  permanent 
diversion  will  slow  the  growth  of  the  common  school 
trust  and  future  interest  earnings. 

2)  House  Bill  62  (HB  62)  lowered  the  amounts  school 
districts  could  hold  in  operating  reserves  to  10 
percent  of  the  general  fund  budget  (with  certain 
exceptions).     Under  previous  law,  districts  were 
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allowed  to  hold  reserves  of  20  to  35  percent  of  their 
general  fund  budgets,  depending  on  the  amount  of 
state  equalization  aid  received.  Under  the  new  law, 
any  operating  reserves  in  excess  of  10  percent  must 
be  used  to  reduce  the  permissive  and/or  voted  levies. 
During  the  July  1992  special  session,  OPI  estimated 
that  the  10  percent  reserve  limit  would  reduce 
permissive  and  voted  levies  by  $14.9  million 
statewide,  resulting  in  a  $3.4  million  reduction  in 
state  GTB  costs.  The  actual  reduction  was  less  than 
this  estimate.  OPI  data  shows  that  HB  62  reduced 
state  GTB  costs  by  only  $1.8  million. 

3)  HB  62  also  required  that  county  treasurers  remit 
all  county  equalization  revenues  to  the  state 
treasury  on  a  monthly  basis.  Previously,  county 
equalization  revenue  (which  included  55  mill  levy 
and  related  non-levy  revenue,  federal  forest  and 
Taylor  grazing  funds,  tuition,  and  other 
miscellaneous  revenues)  was  retained  at  the  county 
level  to  fund  school  foundation  program  costs  in  that 
county.  In  most  counties  this  revenue  was 
insufficient  to  fund  total  foundation  program  costs, 
so  OPI  sent  additional  payments  from  the  SEA. 
Counties  with  county  equalization  revenue  in  excess 
of  local  needs  were  required  to  remit  the  excess  to 
the  SEA.  Beginning  in  fiscal  1993,  counties  are 
required  to  remit  county  equalization  revenues  to 
the  SEA  monthly  and  OPI  makes  the  total 
foundation  program  payments  from  the  SEA.  This 
change  resulted  in  approximately  $20  million  more 
revenue  in  fiscal  1993:  $10  million  from  balances  in 
the  county  accounts  and  $10  million  in  additional 
miscellaneous  revenues.  The  county  account  fund 
balances  transfers  are  "one-time"  revenues,  while 
the  additional  miscellaneous  revenue  will  be 
ongoing. 

Even  with  this  increased  ongoing  revenue,  the 
structural  imbalance  between  SEA  revenues  and 
expenditures  will  worsen  in  the  1995  biennium. 
Increasing  enrollments  will  exacerbate  the 
inadequate  revenue  base  in  the  account.  Based  on 
legislative  revenue  estimates  and  projected 
expenditures  for  the  1995  biennium,  $67.8  million  of 
additional  revenue  will  need  to  be  transferred  into 
the  account  simply  to  fund  the  current  foundation 
schedules  and  GTB  costs  during  the  1995  biennium. 


Historically,  SEA  revenues  have  not  always  been 
sufficient  to  fund  state  support  for  the  school 
equalization  program.  As  Table  5  shows,  prior  to 
the  implementation  of  the  new  school  equalization 
program,  the  SEA  received  substantial  transfers 
from  other  accounts  in  order  to  remain  solvent.  In 
fiscal  1979  through  1987,  funds  were  transferred 
from  the  general  fund  to  the  SEA.  During  the  period 
1988  through  1990,  $48.5  million  of  principal  from 
the  education  trust  was  transferred  to  the  SEA. 


Table 
Transfers   to 
FY1979-1990 

5 

the   SEA 

(Millions) 

Fiscal  Year 

Transfer 

1979 

$11.1 

1980 

13.3 

1981 

14.5 

1982 

0 

1983 

0 

1984 

12.3 

1985 

15.3 

1986 

4.7 

1987 

15.7 

1988 

9.4 

1989 

24.7 

1990 

14.5 

Given  existing  revenue  sources  and  expenditure 
patterns,  the  long-term  prospects  for  SEA  solvency 
under  the  current  school  equalization  program  are 
not  good  for  two  reasons:  1)  inadequate  revenue 
sources;  and  2)  increasing  enrollment. 

When  the  new  school  equalization  program  was 
enacted,  the  cost  of  state  support  increased  by  over 
$110  million  per  year.  However,  only  $80  million 
per  year  in  additional  revenue  was  allocated  to  the 
SEA  to  fund  this  increase  as  follows: 

1)  40  mill  levy.  Beginning  in  fiscal  1991,  a  40  mill 
statewide  equalization  levy  was  imposed  on  taxable 
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property.  In  fiscal  1993,  this  levy  will  generate  an 
estimated  $72.6  million. 

2)  permanent  coal  trust  interest.  Fifteen  percent  of 
the  interest  earned  on  the  permanent  coal  tax  trust 
was  reallocated  from  the  general  fund  to  the  SEA. 
In  fiscal  1993,  the  SEA  will  receive  $7.0  million  from 
this  source. 

Enrollment  in  Montana  schools  is  on  the  upswing,  as 
it  is  throughout  the  nation.  Similar  to  demographic 
trends  throughout  the  nation,  Montana  had  stable 
or  declining  enrollments  throughout  the  1980's. 
However,  enrollment  began  increasing  in  the  last 
two  years  and  OPI  projects  that  this  increase  will 


continue  throughout  the  1995  biennium,  as  Table  6 
shows.  Funding  current  foundation  schedule 
payments  for  these  additional  students  will  increase 
foundation  program  costs  by  over  $37.0  million  in 
the  1995  biennium. 

The  enrollment  figures  used  in  calculating  school 
foundation  payments  are  based  on  the  average- 
number-belonging  (ANB).  The  ANB  is  the  adjusted 
weighted  average  of  the  number  of  regularly 
enrolled  students  in  the  last  90  days  of  the  second 
semester  and  the  first  90  days  of  the  first  semester 
in  the  previous  calendar  year.  For  example,  fiscal 
1994  ANB  will  be  determined  using  enrollment  for 
the  last  90  days  of  the  1991-2  school  year  and  the 
first  90  days  of  the  1992-3  school  year. 


Table  6 

Enrollment  in  Montana  School! 

FY1988-1995 

3 

Elementary 

%  Change 

High  School 

% 

Change 

Total 

%  Change 

1988 

103,777 

46,485 

150,262 

1989 

104,386 

0.59 

44,932 

(3.34) 

149,318 

(0.63) 

1990 

105,763 

1.32 

43,327 

(3.57) 

149,090 

(0.15) 

1991 

105,593 

(0.16) 

42,407 

(2.12) 

148,000 

(0.73) 

1992 

106,579 

0.93 

41,890 

(1.22) 

148,469 

0.32 

1993 

108,572 

1.87 

42,631 

1.77 

151,203 

1.84 

1994* 

111,881 

2.90 

44,024 

3.27 

155,905 

3.11 

1995* 

111,857 

(0.02) 

45,435 

3.20 

157,292 

0.89 

*OPI  projections  of  ANB 

Current  Level  Costs 

The  tables  on  the  following  two  pages  show 
anticipated  SEA  revenues  in  the  1995  biennium  and 
the  projected  cost  of  funding  current  foundation 
schedules  and  GTB  costs.  Revenue  estimates  are 


those  adopted  by  the  Revenue  Oversight  Committee. 
Foundation  program  costs  are  calculated  by  OPI, 
based  on  anticipated  enrollment.  The  SEA  fund 
balance  reflects  the  outstanding  loan  balance  due  to 
the  general  fund. 


Summary   59 


SCHOOL  FOUNDATION  PROGRAM 


;igurcs  In  Millions 

Actual 

Estimated 

Estimated 

Estimated 

Estimated 

Estimated 

Source  of  Revenue 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1995 

FY  92-93 

FY  94-95 

State  Revenue 

Income  Tax 

92.880 

100.848 

94.121 

96.811 

193.728 

190.932 

Corporation  Tax 

14.975 

14.985 

15.902 

16.929 

29.960 

32.831 

Coal  Tax 

6.169 

4.742 

4.691 

4.694 

10.911 

9.385 

Interest  &  Income 

39.616 

39.847 

37.756 

39.288 

79.463 

77.044 

Us  Oil  &  Gas  Royalties 

21.150 

22.186 

22.215 

22.648 

43.336 

44.863 

Education  Trust  Interest 

0.108 

0.138 

0.140 

0.144 

0.246 

0.284 

SEA  Interest 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Permanent  Trust  Interest 

7.060 

6.990 

7.152 

7.345 

14.050 

14.497 

Lottery 

5.494 

5.314 

5.612 

5.938 

10.808 

11.550 

Statewide  40  Mills 

76.612 

72.612 

74.006 

75.379 

149.224 

149.385 

Miscellaneous 

12.100 

0.000 

0.000 

0.000 

12.100 

0.000 

County  Levy  Surplus 

9.874 

0.000 

0.000 

0.000 

9.874 

0.000 

Total  State 

$286,039 

$267,662 

$261,595 

$269,176 

$553,701 

$530,771 

Statewide  Taxable  Valuation 

$1,559,407 

$1,612,780 

$1,640,208 

$1,666,001 

County  Revenue 

45/55  Mills 

75.893 

88.703 

90.211 

91.630 

164.596 

181.841 

Elementary  Transportation 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Cash  Reappropriated 

6.718 

10.842 

0.000 

0.000 

17.560 

0.000 

Forest  Funds 

2.306 

2.997 

2.599 

3.017 

5.303 

5.616 

Taylor  Grazing 

0.150 

0.150 

0.150 

0.150 

0.300 

0.300 

Miscellaneous 

29.661 

27.844 

28.288 

27.379 

57.505 

55.667 

High  School  Tuition 

-0.993 

-1.129 

-1.129 

-1.129 

-2.122 

-2.258 

Total  County 

$113,736 

$129,407 

$120,119 

$121,047 

$243,143 

$241,166 

District  Revenue 

Permissive  Levy 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Light  Vehicle  Replacement 

0.000 

0.000 

0.000 

0.000 

0.000 

0.000 

Total  District 

$0,000 

$0,000 

$0,000 

$0,000 

$0,000 

$0,000 

Total  State,  County.District 

$399,775 

$397,069 

$381,714 

$390,223 

$796,844 

$771,937 
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Estimated  School  Equalization  Fund  Balance 
Figures  In  Millions 


Actual  Estimated         Estimated         Estimated         Estimated         Estimated 

Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1995        FY  92-93  FY  94-95 


Beginning  Fund  Balance 

Receipts 

Estimated  Receipts 

Total  Available 

Disbursements 

Current  Level  Schedules 
Guaranteed  Tax  Base 
Transportation  Costs 
Telecommunications  Network 

Anticipated  Disbursements 

Adjustments 

Residual  Equity  Transfer 

General  Fund  Transfer 

Ending  Fund  Balance 

Ending  Cash  Balance 

Outstanding  Loan  Balance 


$8,474 


387.675 


$2,552 


397.069 


$0,000 


381.714 


$0,000 


390.223 


$8,474 


784.744 


$396,149  $399,621 


347.866 

46.138 

3.908 

0.147 


353.198 

47.001 

3.914 

0.151 


$381,714 


363.899 

49.887 

3.914 


$390,223  $793,218 


367.226 

50.883 

3.914 


701.064 

93.139 

7.822 

0.298 


$398,059 
(7.638) 
12.100 
$2.552 
$3.026 
$26.935 


$404,264 

3.202 
1.441 

$0.000 

$0.000 

$26.461 


$417,700 

35.986 

$0.000 

$0.000 

$26.461 


$422,023 

31.800 

$0.000 

$0.000 

$26.461 


$802,323 

-7.638 

3.202 

13.541 

$0.000 

$0.000 

$26.461 


$0,000 


771.937 


$771,937 


731.125 

100.770 

7.828 


$839,723 

67.786 

$0.000 

$0.000 

$26.461 


Foundation  Program  Revenue  Analysis 
Contribution  By  Major  Component  FY  94-95 


Corporation  (4.3%) 
Natural  Resources  (7.0%) 


Interest  (11.9%) 


Income  (24.7%) 


Other  (10%) 


Property  (50.1%) 


I 
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Analysis  of  Executive  Proposals 

County-wide  Districts 

The  Executive  Budget  proposes  to  save  $7.7  million 
in  fiscal  1995  by  calculating  foundation  schedule 
payments  for  elementary  students  based  on  county- 
wide  enrollments.  High  school  foundation  schedule 
payments  would  not  be  changed  under  this  proposal. 

Under  current  law,  foundation  schedule  payments 
are  based  on  the  number  of  ANB  in  the  district.  As 
Table  7  shows,  per  ANB  foundation  schedule 
payments  are  higher  for  smaller  districts  and 
decline  (with  some  exceptions)  as  the  size  of  the 
district  grows.  These  payment  differentials  were 
originally  established  in  the  1949  Foundation 
Program  Act,  based  upon  studies  of  average  district 
expenditures  per  pupil  in  various-sized  districts. 
These  studies  (conducted  in  the  mid-1940's)  found 
that  per  pupil  costs  were  higher  in  smaller  school 
districts.  The  1975  Legislature  adjusted  the 
schedules  based  on  a  study  of  actual  general  fund 
expenditures  for  districts  in  the  various  size 
categories.  No  comprehensive  study  on  this  subject 
has  been  done  since  then.  During  the  July  1989 
special  session,  schedules  for  districts  with  300  ANB 
and  above  were  increased  by  an  additional  8.7 
percent  based  on  a  comparison  of  fiscal  1988 
schedule  funding  with  actual  expenditures  for  this 
size  category. 


Table   7 

Foundation   Schedule   Payments 

Selected   Elementary 

School   Sizes 

FY92 

School   Size   (ANB) 

Per  ANB 

1-9   (isolated)* 

$23,646     total 

1-9   (non-isolated) 

11,823     total 

10 

2,463 

25** 

2,251 

50*** 

2,276 

75 

2,221 

100 

2,164 

150 

2,102 

200 

2,041 

250 

1,980 

300 

1,919 

over   300 

1,913 

*Defined  by   statute 
**2   teachers 
***3+   teachers 
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Under  the  executive  proposal,  elementary 
foundation  payments  would  be  based  on  the  total 
ANB  for  elementary  pupils  in  each  county,  rather 
than  on  the  ANB  for  each  school  district  within  that 
county.  For  example,  in  fiscal  1992  Garfield  county 
had  12  elementary  school  districts  with  a  total 
enrollment  of  213  ANB.  Eight  of  these  districts  had 
9  or  fewer  pupils  but  received  the  $23,646  maximum 
payment  allowed  for  isolated  schools.  Under  the 
executive  proposal,  elementary  foundation  payments 
would  be  reduced  to  $540,456  (a  25.2  percent 
reduction)  because  the  county-wide  total  of  213  ANB 
would  be  used  to  determine  the  per  pupil  foundation 
payments. 

While  the  executive  proposal  only  reduces  total 
foundation  payments  by  3.6  percent  statewide,  the 
impact  is  very  much  greater  in  some  counties. 
Predominantly  rural  counties  with  a  large  number 
of  small  schools  experience  the  most  adverse  impact, 
while  counties  with  predominantly  urban 
populations  experience  little  loss.  Table  8  shows  the 
impact  on  selected  counties,  based  on  fiscal  1992 
data.  In  six  counties  there  would  be  no  impact,  since 
there  is  currently  only  one  elementary  district  in  the 
county. 


Table   8 

Impact  of  County-Wide   Elementary 

Enrollment 

Selected   Counties 

FY92 

County 

%   Reduction   in 
Foundation   Payment 

Silver   Bow 

0.74 

Lewis   &   Clarfc 

0.95 

Yellowstone 

1.16 

Cascade 

1.79 

Missoula 

1.98 

Lake 

2.77 

Gallatin 

2.94 

Hill 

3.89 

Park 

5.32 

Valley 

8.28 

Madison 

11.68 

Liberty 

15.99 

Judith    Basin 

19.04 

Carter 

21.31 

Garfield 

25.21 
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The  executive  does  not  propose  using  county  high 
school  enrollments  to  calculate  foundation 
payments,  even  though  the  variation  in  per  ANB 
payments  is  much  higher  for  high  school  size 
categories  than  for  elementary  categories.  As  Table 
9  shows,  the  per  ANB  payment  for  high  schools  with 
25  students  is  more  than  double  the  foundation 
payment  per  ANB  in  the  largest  high  schools.  In 
fiscal  1992,  there  were  5  high  schools  in  the  state 
with  25  or  fewer  pupils  and  84  high  schools  with  100 
or  fewer  pupils. 


Foundation 
Selected 

Table   9 

Schedule   Payments, 
High   School   Sizes 
FY92 

School   Size  (ANB) 

Per  ANB 

1-24 

$143,793     total 

25 

5,991 

50 

5,175 

75 

4,358 

100 

3,541 

150 

3,240 

200 

2,966 

300 

2,664 

400 

2,606 

500 

2,551 

over 

600 

2,495 

Using  county-wide  high  school  ANB  to  calculate 
foundation  payments  would  reduce  state  costs  by 
approximately  $13.9  million  per  year  ($13.2  million 
foundation  schedule  payments  and  $0.7  million 
related  GTB  savings).  Table  10  shows  the 
percentage  loss  in  foundation  payments  by  county, 
based  on  fiscal  1992  data.  Fifteen  counties  would 
experience  no  impact  since  they  currently  have  only 
one  high  school  district.  Predominantly  rural 
counties  with  several  small  high  schools  would 
experience  the  most  reduction. 


Table  10 

Impact  of  County-Wide 

High  School  Enrollment 

Percent 

Reduction 

County 

in  Schedules 

Flathead 

1.03% 

Missoula 

2.11% 

Yellowstone 

3.13% 

Lewis  &  Clark 

3.63% 

Cascade 

4.61% 

Lincoln 

5.31% 

Glacier 

7.47% 

Dawson 

9.16% 

Gallatin 

9.23% 

Beaverhead 

9.74% 

Rosebud 

10.87% 

Jefferson 

12.20% 

Ravalli 

12.33% 

Lake 

13.04% 

Wheatland 

15.28% 

Golden  Valley 

15.31% 

Park 

15.63% 

Hill 

15.95% 

Big  Horn 

16.09% 

Toole 

16.52% 

Richland 

16.56% 

Musselshell 

17.46% 

Fallon 

18.25% 

Granite 

20.57% 

Liberty 

20.59% 

Sanders 

24.63% 

Daniels 

26.80% 

Roosevelt 

26.97% 

Blaine 

27.40% 

Fergus 

29.37% 

Pondera 

29.48% 

Teton 

29.57% 

Valley 

29.69% 

Stillwater 

30.35% 

Mineral 

30.76% 

Phillips 

31.81% 

Chouteau 

31.86% 

Madison 

32.75% 

Sheridan 

33.92% 

Carbon 

35.95% 

Judith  Basin 

36.23% 
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County-wide  GTB 

The  Executive  Budget  also  proposes  that  county 
taxable  values,  rather  than  district  taxable  values, 
be  used  to  determine  guaranteed  tax  base  (GTB) 
values,  effective  in  fiscal  1995.  The  executive 
estimates  that  this  would  reduce  GTB  payments  by 
$6.6  million  or  approximately  20  percent.  Under 
current  law,  districts  with  low  taxable  value  per 
ANB  receive  GTB,  even  though  the  county's  total 
taxable  value  is  high.  For  example,  two  elementary 
districts  in  Rosebud  county  currently  receive  GTB 
payments.  Under  the  executive  proposal,  these 
districts  would  not  receive  GTB  payments,  since  the 
high  taxable  value  of  the  county  (which  includes  coal 
mines  and  the  Colstrip  generating  plants)  would  be 
used  to  determine  the  GTB  value  for  the  new 
county-wide  school  district. 

The  impact  of  this  proposal  varies  widely  across  the 
state.  A  few  counties  would  gain  GTB  under  this 
proposal  (high  school  districts  in  Musselshell,  Park, 
and  Ravalli),  while  the  loss  in  other  counties  would 
vary  from  no  impact  to  100  percent  loss  of  GTB 
support.  Table  11  shows  the  impact  in  selected 
counties,  based  on  fiscal  year  1992  data. 


Table    11 

Impact  of  County-Wide 

GTB 

Calculation, 

Selected   Counties 

Change   in   GTB 

Countv 

Support   (%) 

Musselshell   HS 

+12.03 

Park   HS 

+9.68 

Ravalli   HS 

+1.51 

Deer  Lodge   E 

0.00 

Anaconda   E 

0.00 

Cascade  E 

(3.59) 

Ravalli   E 

(6.98) 

Lewis   &   Clark 

E 

(10.22) 

Lake   HS 

(11.65) 

Missoula   E 

(17.20) 

Dawson   HS 

(15.00) 

Fergus   E 

(37.10) 

Hill   HS 

(47.94) 

Stillwater  HS 

(65.85) 

Powell   E 

(87.50) 

Sheridan   E 

(96.45) 

Madison   HS 

(100.00) 

Jefferson   E 

(100.00) 

E   =   elementary 

HS   =  high   school 

Combined  Impact 

Table  12  shows  the  combined  impact  of  the  executive 
proposals  to:  1)  use  county  elementary  ANB  to 
calculate  foundation  payments;  and  2)  county 
taxable  value  to  calculate  GTB  aid.  The  percentage 
loss  is  based  on  fiscal  1992  data. 
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Table  12 

Combined  Impact  of  County-Wide  ANB  and  GTB 

Proposals,  FY92 

Countv 

%  Loss 
1.67% 

Silver  Bow 

Lewis  &  Clark 

2.00% 

Lincoln 

2.03% 

Cascade 

2.04% 

Yellowstone 

2.65% 

Ravalli 

2.95% 

Glacier 

3.25% 

Missoula 

3.56% 

Lake 

3.64% 

Flathead 

4.14% 

Fallon 

4.58% 

Toole 

5.14% 

Richland 

5.20% 

Gallatin 

5.25% 

Meagher 

5.42% 

Beaverhead 

6.17% 

Hill 

6.46% 

Big  Horn 

6.72% 

Custer 

7.51% 

Mineral 

7.57% 

Musselshell 

7.67% 

Park 

8.58% 

Roosevelt 

8.68% 

Dawson 

8.81% 

Chouteau 

9.37% 

Rosebud 

9.69% 

Valley 

10.30% 

Pondera 

10.31% 

Teton 

11.12% 

Granite 

11.16% 

Powder  River 

11.24% 

Fergus 

11.27% 

Jefferson 

11.38% 

Madison 

11.68% 

Phillips 

11.78% 

Powell 

11.88% 

Sweetgrass 

12.08% 

Sheridan 

12.34% 

Stillwater 

12.41% 

Sanders 

12.76% 

McCone 

12.88% 

Carbon 

13.48% 

Daniels 

15.99% 

Golden  Valley 

16.12% 

Liberty 

16.16% 

Wheatland 

17.93% 

Judith  Basin 

19.04% 

Blaine 

19.66% 

Carter 

21.31% 

Garfield 

27.41% 

Single  Dist.  Co.'s 

0.00% 

Eliminate  State  Support  for  Extracurricular 
Activities 

The  Executive  Budget  proposes  to  eliminate  state 
support  for  extracurricular  activities  by  requiring 
that  these  activities  be  accounted  for  outside  the 
district's  general  fund  and  funded  by  a  voted  levy. 

In  fiscal  1991,  reports  filed  by  school  trustees 
categorized  $16.5  million  of  expenditures  from 
district  general  fund  accounts  as  "noneducational 
activities". 

As  shown  in  Table  13,  most  of  the  extracurricular 
activity  expenditures  from  the  district  general  funds 
as  reported  by  trustees  were  in  high  school  districts. 
While  only  29  percent  of  total  enrollment  is  in  high 
school  districts,  79  percent  of  the  general  fund 
expenditures  for  extracurricular  activities  was  in 
these  districts. 


Table   13 
Extracurricular  Activity   Expenditures 
from   Distict  General   Funds 
FY92   (Millions) 


Athletic  activities 
Other  activities 
Total 


Elementary 

$2.7 

0.8 

$3.5 


High   School 

$9.9 

3.2 

$13.1 
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Since  the  Executive  Budget  does  not  propose  to 
reduce  foundation  payments  as  a  result  of  this 
change,  districts  currently  paying  for  these  activities 
from  their  general  fund  would  have  additional  funds 
available  for  educational  programs.  The  Executive 
Budget  proposes  the  creation  of  an  extracurricular 
fund,  outside  of  the  general  fund  cap. 

Retirement  Costs  in  General  Fund 

The  executive  also  proposes  that  the  employers' 
contribution  for  retirement  benefits  (7.459  percent 
of  employees'  earned  compensation)  be  paid  from  the 
districts'  general  fund.  Currently,  this  cost  is  paid 
from  a  county-wide  levy. 


Under  current  law,  counties  can  maintain  up  to  35 
percent  reserves  in  their  retirement  budgets.  At  the 
end  of  fiscal  1991,  these  reserves  totalled  $14.8 
million.  If  county  retirement  accounts  were 
combined  with  the  county-wide  districts'  general 
fund  in  fiscal  1995,  these  reserves  would  help  fund 
a  portion  of  the  permissive  levies  in  that  year, 
reducing  local  mill  levies  and  state  GTB 
contributions.  The  executive  estimates  that  the  one- 
time savings  due  to  this  spending  of  reserves  would 
be  $2.0  million  in  fiscal  1995. 
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1995  Biennium  Budget  Below 
Limit 

The  Stephens'  Executive  Budget  for  the  1995 
biennium  is  10.2  percent  or  $290.0  million  below 
the  statutory  expenditure  limit.  Under  the 
executive  recommendation,  the  growth  in  state 
spending  between  the  1993  and  1995  biennia  from 
accounts  affected  by  the  limitation  will  be  less 
than  the  growth  in  Montana  personal  income 
during  the   last  three   year  period. 

Calculation  of  Limit 

Section  17-8-106,  MCA,  limits  the  increase  in 
biennial  appropriations  from  the  general  fund, 
state  special  revenue,  and  the  cash  portion  of  the 
capital  projects  fund  to  the  growth  in  Montana's 
personal      income.  The      following      types      of 

appropriations   are   not   subject   to   the   limit: 

1)  money   received  from   the   federal   government; 

2)  payments   on   bonded   indebtedness; 

3)  money  paid  for  unemployment  or  disability 
benefits; 

4)  money  received  from   sale   of  goods  or  services; 

5)  money  paid  from  permanent  endowments, 
constitutional   trusts,   or  pension   funds; 

6)  proceeds  from  gifts   or  bequests; 

7)  money   appropriated  for  tax   relief;   and 


8)  funds  transferred  within  state  government  or 
purchases   of  goods   for   resale. 

Three  calculations  are  required  to  determine  the 
expenditure   limit: 

Step  #1  -  Determine  the  base  appropriation  level 
for  the  current  biennium  by  summing 
appropriations  for  the  general  fund,  state  special 
revenue  accounts,  and  the  cash  portion  of  the 
capital  projects  fund,  excluding  the  items  listed 
above. 

Step  #2  -  Determine  the  growth  in  personal 
income  for  the  three  years  preceding  the  current 
biennium  (1988,  1989,  and  1990)  and  the  three 
years  preceding  the  next  biennium  (1990,  1991, 
and  1992).  The  growth  in  Montana's  personal 
income  between  these  two  periods  is  12.28 
percent. 

Step  #3  -  Multiply  the  1993  biennium  base  by 
the  growth  in  personal  income  to  establish  the 
expenditure     limitation.  Determine     the     base 

appropriation  included  in  the  Executive  Budget  for 
the  1995  biennium.  Subtract  the  base  1995 
biennium  appropriation  level  from  the  1995 
biennium  expenditure  limit.  This  difference  is 
$290.1    million. 

Table  1  shows  the  figures  used  to  calculate  the 
spending  limitation  for  the  1995  biennium.  The 
table  also  compares  the  executive  calculation  of 
the  expenditure  limitation  with  the  LFA 
calculation.  Following  the  table  is  an  analysis  of 
the   reasons  for  the   differences. 

While  the  differences  between  the  executive  and 
LFA  calculation  methods  yield  different  results, 
both  calculations  show  that  the  Executive  Budget 
recommendation  for  the  1995  biennium  is  far 
below   the   expenditure   limitation. 
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Table    1 

Expenditure   Limitation   Calculation,    1995   Biennium   (in   millions) 

Comparison   of  Executive   and   LFA  Calculation 


Step   #1 

Base  Appropriations,   1993  Biennium 

1993   Appropriation 

Exclusions 

Base  Appropriations 

Year 

Step   #2 

Personal  Income  Growth 

1988 

1989 

1990 

1991 

1992 


Executive   Budget 

LFA 

Difference 

$   2,738.4 

$   2,733.0 

$   5.4 

156.0 

193.1 

(37.1) 

2,582.4 

2,539.9 

42.4 

Personal   Income 

3   -   Year  Average 

Percent  Growth 

$  10.299215 
11.306427 
11.708850 
12.672947 
13.023773 


$11.104831 


12.468523 


12.28% 


Step   #3 

Executive  Budget,    1995   Biennium 

Expenditure   Limitation 

Executive   Budget  Appropriations 

General   Fund 
State   Special   Revenue 
Capital   Projects  (Cash) 
Total   Appropriations 

Exclusions 

Net  Appropriations 

Expenditure   Limit  Balance 


Executive   Budget 

$   2,899.4 

1,109.2 

1,779.5 

5.8 

2,894.5 

163.0 

2,731.5 

167.9 


LFA 

$   2,851.8 

1,109.2 

1,661.6 

5.8 

2,776.6 

214.8 

2,561.8 

290.0 


Difference 

$   47.6 

0.0 

117.9 

0 

117.9 

(51.8) 

169.7 

(122.1) 
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Executive   vs.   LFA   Calculation 

Step  #1  -  The  executive  calculation  of  the  1993 
biennium  appropriations  is  $5.4  million  higher  for 
two   reasons: 

1)  it  double-counts   continuing  appropriations;   and 

2)  it  includes  budget  amendments  from  the  state 
special  revenue  account.  The  LFA  calculation 
does  not  include  budget  amendments  because  they 
are   not  appropriated  by   the   legislature. 

The  executive  calculation  of  1993  biennium 
exclusions  is  $37.1  million  lower  because  it  does 
not  exclude  $30.4  million  in  state  special  revenue 
transfers  in  the  Department  of  Transportation  and 
$6.7   million   in    other   exclusions. 

Step  #2  -  The  executive  and  LFA  calculation  is 
the  same  for  this  step.  Both  used  personal 
income  tax  data  for  the  calendar  years  1988 
through  1991  from  the  Bureau  of  Economic 
Analysis,  U.S.  Department  of  Commerce.  Personal 
income  data  for  calendar  year  1992  was  projected 
by   the   Revenue   Oversight  Committee. 


Step  #3  -  The  executive  calculation  of  the 
expenditure  limit  is  higher  because  its  1993 
biennium   base   appropriation   is  higher  (step   #1). 

The  executive  calculation  of  the  1995  biennium 
Executive  Budget  recommendation  is  $117.9  million 
higher   than   the   LFA  because   it: 

1)  includes  $101.8  million  of  tuition  revenue  for 
the  Montana  University  system  that  is  not  subject 
to   the   expenditure   limitation;  and 

2)  the  state  special  revenue  total  used  in  its 
expenditure  limitation  calculation  was  $16.1  million 
higher  than  the  final  Executive  Budget 
recommendation. 

The  executive  calculation  of  1995  biennium 
exclusions  is  $51.8  million  lower  than  the  LFA 
because  it  did  not  exclude  $46.7  million  of 
transfers  in  the  Department  of  Transportation 
budget  and  $5.1  million  of  other  miscellaneous 
transfers. 

Using  the  data  described  above,  the  executive 
calculated  that  the  Executive  Budget  is  $167.9 
million  below  the  expenditure  limitation.  The 
LFA  calculation  described  found  that  the  Executive 
Budget  is  $290.0  million  below  the  expenditure 
limitation. 
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Introduction 

The  budget  for  the  State  of  Montana  for  the 
1995  biennium  depends  upon  the  current  and 
future  economic  condition  of  the  state,  nation,  and 
world.  These  conditions  not  only  affect  tax 
receipts,  they  dictate  the  costs  of  goods  and 
services  purchased  by  state  government.  Clearly, 
economic  assumptions  are  a  vital  component  in 
formulating  the  biennial  budget. 

The  key  economic  variables  that  affect  state 
government  receipts  and  disbursements  are 
Montana  total  personal  income,  Montana 
employment  levels,  inflation  rates,  energy  prices, 
and  interest  rates. 


The  Fifty-second  Legislature  appropriated  funds  to 
the  Office  of  Budget  and  Program  Planning 
(OBPP)  to  contract  with  an  economic  reporting 
and  forecasting  firm.  Wharton  Econometrics,  the 
firm  selected  for  this  purpose,  provides  short  and 
long-term  econometric  forecasts  to  the  OBPP  and 
Legislative  Fiscal  Analyst  (LFA).  These  forecasts 
were  incorporated  in  the  revenue  forecasts 
whenever   appropriate. 

The  economic  assumptions  used  in  preparing  these 
revenue  forecasts  for  fiscal  1993  through  1995  are 
as  adopted  by  the  Revenue  Oversight  Committee 
at   its  November    19-20,    1992   meeting. 
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Personal  Income 

Montana's  total  personal  income  is  defined  as 
labor  income,  transfer  payments,  dividends,  interest 
and  rents,  less  personal  contributions  for  social 
security.  This  variable  is  critical  in  budget 
development  because  of  its  impact  on  state 
government  tax  receipts  and  disbursements.  Total 
personal  income  not  only  limits  the  growth  in 
government  disbursements,  it  also  reflects  the 
ability  of  the  people  of  Montana  to  purchase  food, 
clothing,  automobiles,  and  other  items.  Collections 
of  personal  income  tax,  corporate  income  tax,  and 
many  other  taxes,  such  as  liquor  and  insurance, 
are   affected  by   personal   income  levels. 


From  1971  to  1991,  total  personal  income  has 
increased  385  percent  in  Montana  versus  442 
percent  nationally.  The  state's  per  capita  income 
for  1991  was  $15,675  compared  with  the  national 
figure  of  $19,092.  As  shown  in  the  table  that 
follows,  Montana's  growth  in  total  personal  income 
is  expected  to  continue  to  lag  national  income 
growth.  This  trend  is  premised  on  slow  economic 
growth  and  the  continued  shift  in  employment 
from   basic   industries  to   the   service   sectors. 

The  following  tables  summarize  personal  income 
statistics  for  Montana   and   the   United   States. 


Montana 

Montana 

Montana 

US 

Personal 

Percent 

Disposable 

Percent       ' 

Wage&Salary 

Percent 

Personal 

Percent 

Year 

Income 

Change 

Income 

Change 

Income 

Change 

Income 

Change 

A 

71 

$2,610,455 

$2,289,569 

$1,471,340 

$888,002 

A 

72 

3,039.346 

16.43% 

2,665.658 

16.43% 

1,640.168 

11.47% 

974.980 

9.79% 

A 

73 

3,540.089 

16.48% 

3,104.740 

16.47% 

1,837.878 

12.05% 

1 ,092.270 

12.03% 

A 

74 

3,839.686 

8.47% 

3,367.615 

8.47% 

2,065.305 

12.37% 

1,200.646 

9.92% 

A 

75 

4,191.310 

9.15% 

3,675.753 

9.15% 

2,266.338 

9.73% 

1 ,302.609 

8.49% 

A 

76 

4,513.702 

7.69% 

3,958.430 

7.69% 

2,519.223 

11.16% 

1,442.315 

10.73% 

A 

77 

4,899.413 

8.55% 

4,296.621 

8.54% 

2,806.648 

11.41% 

1 ,597.059 

10.73% 

A 

78 

5,808.967 

18.56% 

5,094.096 

18.56% 

3,212.836 

14.47% 

1 ,802.908 

12.89% 

A 

79 

6,278.406 

8.08% 

5,505.679 

8.08% 

3,590.959 

11.77% 

2,025.153 

12.33% 

A 

80 

6,879.179 

9.57% 

6,032.400 

9.57% 

3,870.699 

7.79% 

2,259.383 

1 1 .57% 

A 

81 

7,765.220 

12.88% 

6,809.211 

12.88% 

4,234.895 

9.41% 

2,526.424 

11.82% 

A 

82 

8,215.699 

5.80% 

7,204.149 

5.80% 

4,360.953 

2.98% 

2,684.308 

6.25% 

A 

83 

8,699.987 

5.89% 

7,628.722 

5.89% 

4,540.592 

4.12% 

2,858.617 

6.49% 

A 

84 

9,110.912 

4.72% 

7,988.975 

4.72% 

4,729.290 

4.16% 

3,145.329 

10.03% 

A 

85 

9,312.901 

2.22% 

8,166.055 

2.22% 

4,781 .796 

1.11% 

3,369.099 

7.11% 

A 

86 

9,873.191 

6.02% 

8,657.246 

6.02% 

4,718.185 

-1.33% 

3,580.700 

6.28% 

A 

87 

10,144.017 

2.74% 

8,894.671 

2.74% 

4,820.142 

2.16% 

3,790.116 

5.85% 

A 

88 

10,299.215 

1.53% 

9,030.727 

1.53% 

5,091 .797 

5.64% 

4,063.785 

7.22% 

A 

89 

1 1 ,306.427 

9.78% 

9,913.703 

9.78% 

5,349.363 

5.06% 

4,368.495 

7.50% 

A 

90 

1 1 ,708.850 

3.56% 

10,266.483 

3.56% 

5,680.296 

6.19% 

4,649.706 

6.44% 

A 

91 

12,672.947 

8.23% 

11,111.642 

8.23% 

6,048.060 

6.47% 

4,814.495 

3.54% 

F 

92 

13,023.773 

2.77% 

11,419.184 

2.77% 

6,322.395 

4.54% 

5,052.000 

4.93% 

F 

93 

13,530.190 

3.89% 

11,863.118 

3.89% 

6,634.740 

4.94% 

5,338.500 

5.67% 

F 

94 

14,134.475 

4.47% 

12,392.840 

4.47% 

6,987.400 

5.32% 

5,698.200 

6.74% 

F 

95 

14,781.061 

4.57% 

12,959.639 

4.57% 

7,353.865 

5.24% 

6,082.700 

6.75% 
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Employment 


Total  state  employment  measures  the  ability  of 
the  state's  economic  base  to  provide  jobs  for  its 
residents. 

When  forecasting  state  revenues,  nonfarm  wage 
and  salary  employment  is  used  as  a  proxy  for 
employment  levels.  Even  though  this  statistic 
does  not  include  all  employment,  it  does  provide 
a  consistent  indicator  of  the  relevant  labor 
market. 

Employment  levels  in  the  state  affect  wage  and 
salary  income  and  are  also  indicative  of  the 
state's  business  activity.  The  relationship  among 
wage  and  salary  income,  consumer  spending,  and, 
ultimately,  corporate  profits  explains  why  personal 
income,  corporate  income,  and  sumptuary  taxes 
are   affected  by   changes   in   this   variable. 


From  1971  to  1991,  Montana's  nonfarm  wage  and 
salary  employment  grew  by  about  46  percent  or 
94,900  jobs.  Almost  all  of  this  increase  was  in 
the  wholesale/retail  trade  and  service  sectors. 
Traditionally,  these  jobs  have  been  at  the  lower 
end  of  the  pay  scale.  In  the  1980's,  the 
manufacturing,  mining,  construction,  and 
transportation  sectors  experienced  decreased 
employment.  These  jobs  tended  to  have  higher 
than   average   salaries. 

The  table  below  provides  historical  and  forecast 
values  for  nonfarm  wage  and  salary  employment. 
Employment  is  expected  to  increase  approximately 
1.6  percent  per  year  in  1992  through  1995.  Most 
of  the  growth   is   expected   in   the   services   sector. 

Since  1971,  the  average  annual  growth  rate  in 
employment  has  been  1.9  percent.  The  majority 
of  this  growth  occurred  in  the  1970's.  After 
stagnating  during  the  1980's,  job  growth  in  the 
1990's   is  expected   to   increase   once   again. 


Total 

Total 

C     Non— Farm 

Percent 

Service 

Percent 

MONTANA  EMPLOYMENT 

Y 

Jobs 

Change 

Jobs 

Service 

Non-Farm  Wage  &  Salary  Jobs 

350.0 

C                                            4 

71 

207  200 

85.400 

41.22% 

72 

215.300 

3.91% 

9o!800 

42.17% 

73 

224.500 

4.27% 

96.700 

43.07% 

~^ 

74 

234.000 

4.23% 

101.200 

43.25% 

j^* 

75 

238.200 

1.79% 

103.400 

43.41% 

„  300.0 

x* 

76 

251.000 

5.37% 

111.400 

44.38% 

Xi 

>■ 

77 

265.000 

5.58% 

116.400 

43.92% 

o 

A*"*~*N»-*'*-"'-»Hr 

78 

280.400 

5.81% 

124.800 

44.51% 

Q 

J 

79 

283.900 

1.25% 

127.700 

44.98% 

VI 

J 

80 

280.400 

-1.23% 

127.400 

45.44% 

■O  250.0 

c 

3 

r 

81 

281.800 

0.50% 

129.000 

45.78% 

J 

82 

273.900 

-2.80% 

128.200 

46.81% 

f 

83 

276.000 

0.77% 

131.400 

47.61% 

O 

j{ 

84 

281.200 

1.88% 

135.500 

48.19% 

jt 

85 

279.200 

-0.71% 

135.200 

48.42% 

200.0 

'we* 

86 

275.500 

-1.33% 

134.700 

48.89% 

87 

275.900 

0.15% 

137.700 

49.91% 

88 

283.000 

2.57% 

142.700 

50.42% 

89 

291.100 

2.86% 

149.300 

51.29% 

150.0 

■   .   i   .   i   .   i   .   i   .   ■   .   i   .   i    .   i   .   i   .   i   .   i   .   *   .   i 

90 

91 

297.300 

302.100 

2.13% 
1.61% 

153.400 
158.100 

51.60% 
52.33% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Calendar  Years 

Forecast 

92 

.i67.366 

1.72% 

161.966 

51<j844 

Forecast 

93 

312.400 

1.66% 

166.200 

53.20% 

^.Actual     .^Forecast 

Forecast 

94 

317.400 

1.60% 

169.700 

53.47% 

Forecast 

95 

322.000 

1.45% 

173.300 

53.82% 
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Energy  Prices 


Montana  has  a  vast  potential  for  oil,  coal,  and 
natural  gas  exploration  and  extraction.  Because 
of  this  potential  and  our  current  level  of  natural 
resource  taxation,  energy  prices  play  a  critical  role 
in  the  budgetary  process.  Oil,  coal,  and  natural 
gas  severance  taxes  are  directly  affected  by  energy 
prices. 


Oil 


Oil  well-head  prices  are  expected  to  average 
$17.70  per  barrel  during  calendar  year  1993  and 
rise  slightly  to  $18.20  per  barrel  during  calendar 
years  1994  and  $18.50  in  calendar  1995.  The 
relatively  low  price  per  barrel  reflects  the 
continued   oversupply   in   world   markets. 

Natural  Gas 

Under  the  Natural  Gas  Policy  Act  of  1978,  prices 
for  all  new  gas  were  deregulated  on  January  1, 
1985.  As  was  anticipated,  prices  decreased  with 
deregulation,  due  to  contract  renegotiations,  lower 
import  prices  primarily  from  Canada,  and  the 
competitive  prices  of  other  fuels.  Average  natural 
gas  well-head  prices  are  expected  to  increase 
throughout  the  forecast  period.     By  calendar  1992, 


natural  gas  surpluses  are  expected  to  begin 
diminishing  and  world  oil  prices  are  expected  to 
be  higher.  With  a  more  limited  supply  and  more 
competitively  priced  fuels,  well-head  prices  should 
begin   to   rise. 

Coal 

The  coal  industry  in  Montana  and  the  rest  of  the 
United  States  is  heavily  dependent  upon  demand 
for  electrical  power.  Slow  economic  growth  at 
both  the  state  and  national  levels,  combined  with 
energy  conservation,  may  contribute  to  slower 
electrical   usage   growth. 

With  low  demand  and  the  competitive  prices  of 
other  fuels,  coal  prices  have  remained  soft.  These 
conditions,  in  conjunction  with  a  shift  from  long- 
term  contracts  to  spot  market  sales,  have  caused 
prices  to  decrease  since  calendar  1983.  Because 
of  the  soft  market,  it  is  assumed  coal  companies 
will  hold  prices  relatively  constant  to  maintain 
competitiveness   with   other  fuels. 

The  following  tables  provide  historical  and 
projected  energy  prices  for  oil,  coal,  and  natural 
gas.  Historical  data  reflects  data  reported  on  tax 
returns,  while  forecasts  are  those  adopted  by  the 
ROC. 
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Montana 

Montana 

Montana 

Montana 

Montana 

Montana 

Oil 

Oil 

Percent 

Coal 

Coal 

Percent     Natural  Gas  Natural  Gas    Percent 

Year 

Price 

Production 

Change 

Price 

Production 

Change 

Price 

Production     Change 

A     73 

$3,843 

34.558 

A     74 

6.814 

34.629 

77.31% 

A     75 

7.845 

32.460 

15.13% 

NA 

22.076 

A     76 

8.411 

31.698 

7.21% 

$4,415 

26.226 

A     77 

8.582 

31.725 

2.03% 

4.344 

27.205 

-1.61% 

A     78 

9.253 

28.164 

7.82% 

5.154 

26.418 

18.65% 

A     79 

12.279 

28.337 

32.70% 

6.951 

32.350 

34.87% 

A     80 

22.250 

28.539 

81 .20% 

7.724 

29.752 

11.12% 

A     81 

34.317 

29.639 

54.23% 

8.686 

33.188 

12.45% 

A     82 

31.311 

29.944 

-8.76% 

9.758 

26.815 

12.34% 

$2,067 

44.655 

A     83 

28.804 

28.695 

-8.01% 

10.332 

25.785 

5.88% 

2.287 

43.456 

10.66% 

A     84 

28.066 

29.602 

-2.56% 

9.846 

30.359 

-4.70% 

2.355 

44.079 

2.96% 

A     85 

25.243 

29.318 

-10.06% 

9.592 

31.213 

-2.58% 

2.175 

44.330 

-7.63% 

A     86 

13.518 

26.525 

-46.45% 

8.387 

32.416 

-12.56% 

1.919 

39.444      - 

-11.78% 

A     87 

16.631 

23.961 

23.03% 

8.240 

32.847 

-1.75% 

1.438 

39.690      - 

-25.05% 

A     88 

13.843 

22.064 

-16.76% 

7.385 

36.879 

-10.38% 

1.503 

45.126 

4.52% 

A     89 

17.098 

19.957 

23.51% 

7.209 

34.469 

-2.38% 

1.659 

45.595 

10.37% 

A     90 

21.561 

18.613 

26.10% 

7.486 

34.884 

3.84% 

1.640 

44.989 

-1.14% 

A     91 

18.209 

18.619 

-15.55% 

7.913 

35.325 

5.70% 

1.503 

47.044 

-8.38% 

F     92 

17.283 

17.752 

-5.09% 

7.641 

36.850 

-3.44% 

1.512 

47.360 

0.63% 

F     93 

17.700 

17.314 

2.41% 

7.866 

35.063 

2.94% 

1.663 

47.940 

10.00% 

F     94 

18.199 

16.822 

2.82% 

7.932 

34.467 

0.84% 

1.862 

48.756 

11.93% 

F     95 

18.500 

16.320 

1 .65% 

8.126 

34.067 

2.45% 

2.079 

49.388 

11.68% 
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Interest  Rates 

Interest  rates  are  highly  susceptible  to  federal 
policies  and  the  actions  of  the  Federal  Reserve 
Board.  Critical  factors  affecting  interest  rates 
include:  the  Federal  Reserve's  philosophy  on 
monetary  policy,  the  federal  deficit,  and  changes 
in   the  value   of  the   dollar. 

Interest  rates  declined  sharply  in  calendar  1991 
and  calendar  1992,  reaching  the  lowest  levels  in 
twenty  years. 

Interest  rates  directly  affect  Montana's  investment 
earnings  from  both  short  and  long-term  securities. 
In  addition,  these  rates  impact  other  tax  sources 
by  influencing  economic  conditions  such  as 
construction  activity,  consumer  spending,  and 
business  borrowing. 


The  following  table  provides  historical  interest 
rates  as  provided  by  Wharton  Econometrics.  Also 
presented  in  the  table  are  the  projected  interest 
rates   adopted  by   the   ROC. 

Interest  rates  are  expected  to  remain  stable  in 
calendar  1993  and  then  rise  moderately 
throughout  calendar  1994  and  calendar  1995. 
Federal  Reserve  policy  is  expected  to  result  in 
slow  monetary  growth.  Recent  indications  of  bank 
loan  growth  in  the  construction,  commercial,  and 
industrial  sectors  provides  evidence  that  the 
national  economy  is  recovering  from  the  1991-1992 
recession.  However,  the  growth  in  loan  demand 
will  be  modest  by  historical  standards  due  to 
excess  real  estate  capacity  and  high  private  debt. 
As  a  result,  the  increase  in  interest  rates 
throughout  calendar  1994  and  calendar  1995  will 
be   modest. 
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AVERAGE  INTEREST  RATES 

Short  &  Long-Terra  Securities 


69  71  73  75  77  79  81  83  85  87  89  91  93  95 

Calendar  Years 


_^_  Actual  Short 
_e_  Actual  Long 


.  Forecast  Short 
,  Forecast  Long 


Average 

Average 

C 

Short 

Percent 

Long 

Percent 

Y 

Rates 

Change 

Rates 

Change 

71 

4.47 

7.37 

72 

4.49 

0.45% 

7.19 

-2.44% 

73 

7.64 

70.16% 

7.50 

4.31% 

74 

8.91 

16.62% 

8.60 

14.67% 

75 

6.11 

-31.43% 

9.27 

7.79% 

76 

5.21 

-14.73% 

8.64 

-6.80% 

77 

5.49 

5.37% 

8.22 

-4.86% 

78 

7.68 

39.89% 

8.95 

8.88% 

79 

10.50 

36.72% 

10.00 

11.73% 

80 

11.94 

13.71% 

12.46 

24.60% 

81 

14.48 

21.27% 

14.84 

19.10% 

82 

11.37 

-21.48% 

14.42 

-2.83% 

83 

8.78 

-22.78% 

12.42 

-13.87% 

84 

9.89 

12.64% 

13.25 

6.68% 

85 

7.77 

-21.44% 

11.69 

-11.77% 

86 

6.23 

-19.82% 

8.98 

-23.18% 

87 

6.37 

2.25% 

9.49 

5.68% 

88 

7.23 

13.50% 

9.87 

4.00% 

89 

8.48 

17.29% 

9.27 

-6.08% 

90 

7.74 

-8.73% 

9.38 

1.19% 

91 

5.63 

-27.26% 

8.82 

-5.97% 

Forecast 

92 

3.55 

-36.94% 

8.06 

-k&h 

Forecast 

93 

3.53 

-0.56% 

7.94 

-1.49% 

Forecast 

94 

4.59 

30.03% 

8.26 

4.03% 

Forecast 

95 

5.39 

17.43% 

8.56 

3.63% 
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Inflation 

Inflation  indices  measure  the  rate  of  price 
escalation  and/or  decrease  for  goods  and  services. 
The  most  commonly  used  statistic  is  the 
Consumer  Price  Index  (CPI)  which  is  based  on 
the  prices  of  food,  clothing,  shelter,  fuel,  drugs, 
transportation  fares,  doctor  and  dentist  fees,  and 
other  items. 

During  high  inflationary  periods,  consumption  of 
goods  and  services  may  decline.  This  not  only 
decreases  employment  levels  but  may  discourage 
business  activity  because  of  higher  operating  costs. 
Low  inflation  may  result  in  higher  consumption, 
increased  employment,  and  greater  business 
opportunities. 


Inflation  rates  have  an  impact  on  most  revenue 
sources.  The  sources  that  are  especially  affected 
include  personal  income  taxes,  public  institution 
reimbursements,   and   corporation   taxes. 

An  annual  inflation  rate  of  3.0  percent  is 
expected  during  calendar  year  1992.  This  rate  is 
forecast  to  increase  slightly  during  calendar  years 
1993  through  1995.  This  outlook  anticipates:  1) 
modest  wage  compensation  growth  because  of  a 
need  to  make  U.S.  exports  competitive;  2)  oil 
prices  and  related  energy  prices  increasing 
modestly;  and  3)  food  prices  increasing  slightly 
throughout  the  forecast  period. 

The  table  below  lists  two  measures  of  inflation  as 
published     by     Wharton      Econometrics.  These 

national  averages  are  provided  because  indices  for 
Montana  are  not  available. 
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US 
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S  CONSUMER  PRICE  INDEX 
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CP 

Index 

Percent 
Change 

GNP 
Deflator 

Percent 
Change 

71 

40.50 

37.10 

14% 

72 

41.80 

3.21% 

38.80 

4.58% 

« 

73 

44.40 

6.22% 

4130 

6.44% 

l\                                          y* 

u 

74 

49.30 

11.04% 

44.90 

8.72% 

150.0 

J  \                                    ^*^ 

12% 

60 

C 
S3 

75 

53.80 

9.13% 

49.20 

9.58% 

o 

a                 J     \                                     -S* 

76 

56.90 

5.76% 

52.30 

630% 

© 

l\                       \                           M 

10% 

(J 

77 

60.60 

6.50% 

55.90 

6.88% 

II 

\\                      \                    m* 

•«-» 

78 

65.20 

7.59% 

60.20 

7.69% 

■«* 

1      \           /           1         m-*'"'"^ 
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79 

72.60 

11.35% 

65.60 

8.97% 

ai  100.0 

1     \      1         w**^ 

8% 

o 

80 

82.40 

13.50% 

71.70 

930% 

1        \     /        J\ 

u 

Oh 

81 

90.90 

1032% 

78.90 

10.04% 

<D 

1      \p      X   I 

6% 

82 

96.50 

6.16% 

83.80 

6.21% 

c 

\        I                 d             \ 

a 

83 

99.60 

3.21% 

87.20 

4.06% 

NH 

\      /           **                  \                       A 

c 

84 

103.90 

4.32% 

91.10 

4.47% 

50.0 

W***^                 \f\    «r         \     A0" 

4% 

1 

85 

107.60 

3.56% 

94.40 

3.62% 

B^-^r*^                      Y  \    f          \r 

86 

109.60 

1.86% 

96.90 

2.65% 

\J 

87 

113.60 

3.65% 

99.90 

3.10% 

« 

2% 

88 

118.30 

4.14% 

103.80 

3.90% 

89 

124.00 

4.82% 

108.60 

4.62% 

nn 

-  ■  -        i.i 

90 

130.70 

5.40% 

113  20 

4  24% 
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91 

136.30 

4.28% 

117.70 

3.98% 

Forecast 

92 

140.40 

ioi^ 

ih.66 

1.86% 

Forecast 

93 

145.10 

335% 

124.30 

2.73% 

_*_  Actual        _+_  Forecast     _^  %  Change 

Forecast 

94 

150.80 

3.93% 

128.20 

3.14% 

Forecast 

95 

157.00 

4.11% 

132.50 

3.35% 
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MAJOR  ECONOMIC  ASSUMPTIONS 


Year 


Assumption 


Units 


CY/FY 
1992 


CY/FY 
1993 


CY/FY 
1994 


CY/FY 
1995 


Population  &  Employment  Indicators 

ROC  MT  Population  July  1 

Com  MT  Population  >=  16  July  1 

Com  MT  Population  18-24  July  1 

ROC  CY     MTNon-  Farm  Employment 

Montana  Income  Indicators 


Millions 
Millions 
Millions 
Thousands 


Com     CY     MT  Total  Personal  Income  Millions 

ROC    CY     MT  Net  Farm  Income  Millions 

Com     CY     MT  Disposable  Personal  Income  Millions 

Com     CY     MT  Non— Farm  Wage  &  Salary  Income  Millions 

Individual  Income  Tax  Indicators 


Com  CY  MTNon -Farm  Wage  &  Salary  Growth 

ROC  CY  MT  Interest/Dividend  Growth 

ROC  CY  MT  Net  Business  Income 

ROC  CY  MT  Capital  Gains/Losses  Income 

ROC  CY  MT  Rent/Roy./Partnership  Income 

ROC  CY  MT  All  Other  Income 

ROC  FY  Individual  Income  Tax  Audits 

Corporate  Income  Tax  Indicators 

ROC  CY  US  Corporate  Profits  Before  Taxes 

Com  CY  MT  Corporate  Taxable  Income 

ROC  FY  Corporate  Income  Tax  Audits 

Inflation  &  Interest  Rate  Indicators 

ROC  CY  Consumer  Price  Index 

ROC  CY  Short  Term  Interest  Rate 

ROC  CY  Long  Term  Interest  Rate 

Com  FY  TCA  Blended  Interest  Rate 

ROC  FY  TRANS  Interest  Spread 

ROC  FY  Treasury  Cash  Average  Balance 

ROC  FY  TRANS  Issue  Size 

ROC  FY  Permanent  Trust  Gains/Losses 

ROC  FY  Common  School  Trust  Gains/Losses 

ROC  FY  Resource  Indemnity  Trust  Gains/Losses 

ROC  FY  Parks  Trust  Gains/Losses 

ROC  FY  Arts  Trust  Gains/Losses 


0.811 

0.817 

0.823 

0.829 

0.602 

0.604 

0.606 

0.608 

0.067 

0.064 

0.061 

0.059 

307.300 

312.400 

317.400 

322.000 

13,023.773 

492.529 

11,419.184 

6,322.395 


13,530.190 

496.568 

11,863.118 

6,634.740 


14,134.475 

500.488 

12,392.840 

6,987.400 


14,781.061 

503.730 

12,959.639 

7,353.865 


%  Change 

4.54% 

4.94% 

5.32% 

5.24% 

%  Change 

-2.62% 

1.95% 

6.01% 

7.36% 

%  Change 

9.20% 

10.00% 

10.10% 

9.30% 

%  Change 

1.32% 

1.31% 

1.30% 

1.26% 

%  Change 

1.32% 

1.31% 

1 .30% 

1.26% 

%  Change 

3.47% 

4.48% 

5.43% 

4.77% 

Millions 

14.077 

16.397 

12.000 

12.000 

Billions 

355.801 

381.124 

406.946 

432.886 

Millions 

741.257 

800.496 

861.988 

922.471 

Millions 

15.317 

8.129 

7.800 

7.800 

%  Change 

3.01% 

3.35% 

3.93% 

4.11% 

Percent 

3.55% 

3.53% 

4.59% 

5.39% 

Percent 

8.06% 

7.94% 

8.26% 

8.56% 

Percent 

6.17% 

5.09% 

4.90% 

5.15% 

Percent 

0.80% 

0.00% 

0.00% 

0.00% 

Millions 

267.461 

314.992 

200.090 

194.390 

Millions 

85.000 

135.600 

0.000 

0.000 

Millions 

3.626 

1.843 

1.843 

1.843 

Millions 

2.339 

2.203 

1.791 

1.885 

Millions 

0.845 

0.845 

0.845 

0.845 

Millions 

0.000 

0.102 

0.102 

0.102 

Millions 

0.119 

0.119 

0.119 

0.119 
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MAJOR  ECONOMIC   ASSUMPTIONS 


CY/FY 

CY/FY 

CY/FY 

CY/FY 

Year                            Assumption 

Units 

1992 

1993 

1994 

1995 

Natural  Resource  Tax  Indicators 

ROC 

CY 

Total  Oil  Production 

Million  Barrels 

18.867 

18.278 

17.756 

17.241 

Com 

CY 

Severance  Tax  Oil  Production 

Million  Barrels 

17.752 

17.314 

16.822 

16.320 

ROC 

CY 

Montana  Oil  Price 

$  /  Barrel 

17.283 

17.700 

18.199 

18.500 

ROC 

CY 

Total  Coal  Production 

Million  Tons 

36.850 

35.063 

34.467 

34.067 

ROC 

CY 

Montana  Coal  Price 

CSP  $'s  /  Ton 

7.641 

7.866 

7.932 

8.126 

Com 

FY 

Coal  Tax  Credits 

$'s 

3.331 

0.627 

0.000 

0.000 

ROC 

CY 

Total  Natural  Gas  Production 

MCF's 

47.360 

47.940 

48.756 

49.388 

ROC 

CY 

Montana  Natural  Gas  Price 

$/MCF 

1.512 

1.663 

1.862 

2.079 

ROC 

CY 

Total  Gas  Liquids  Production 

Gallons 

9.460 

9.576 

9.739 

9.865 

ROC 

CY 

Montana  Gas  Liquids  Price 

$  /  Gallon 

0.175 

0.193 

0.216 

0.241 

ROC 

CY 

Copper  Production 

Million  lbs 

130.590 

126.389 

136.789 

137.744 

ROC 

CY 

Silver  Production 

Million  ozs 

5.828 

5.793 

5.708 

5.748 

ROC 

CY 

Gold  Production 

Million  ozs 

0.402 

0.415 

0.421 

0.424 

ROC 

CY 

Lead  Production 

Million  lbs 

9.620 

9.620 

9.620 

9.687 

ROC 

CY 

Zinc  Production 

Million  lbs 

23.140 

23.140 

23.140 

23.301 

ROC 

CY 

Molybdenum  Production 

Million  lbs 

9.600 

7.860 

10.280 

10.352 

ROC 

CY 

Palladium  Production 

Million  ozs 

0.208 

0.206 

0.206 

0.207 

ROC 

CY 

Platinum  Production 

Million  ozs 

0.062 

0.061 

0.061 

0.061 

ROC 

CY 

Nickel  Production 

Million  lbs 

0.313 

0.310 

0.310 

0.312 

ROC 

CY 

Rhodium  Production 

Million  ozs 

0.002 

0.002 

0.002 

0.002 

ROC 

CY 

Copper  Price 

$/  lbs 

0.850 

0.850 

0.850 

0.850 

ROC 

CY 

Silver  Price 

$/  ozs 

3.800 

3.800 

3.800 

3.800 

ROC 

CY 

Gold  Price 

$/  ozs 

340.000 

340.000 

340.000 

340.000 

ROC 

CY 

Lead  Price 

$/  lbs 

0.250 

0.250 

0.250 

0.250 

ROC 

CY 

Zinc  Price 

$/  lbs 

0.500 

0.500 

0.500 

0.500 

ROC 

CY 

Molybdenum  Price 

$/  lbs 

2.380 

2.380 

2.380 

2.380 

ROC 

CY 

Palladium  Price 

$/  ozs 

100.000 

100.000 

100.000 

100.000 

ROC 

CY 

Platinum  Price 

$/  ozs 

350.000 

350.000 

350.000 

350.000 

ROC 

CY 

Nickel  Price 

$/  lbs 

4.270 

4.270 

4.270 

4.270 

ROC 

CY 

Rhodium  Price 

$/  ozs 

3,245.000 

3,245.000 

3,245.000 

3,245.000 

ROC 

FY 

Total  Federal  Forest  Receipts 

Millions 

36.038 

46.833 

40.610 

47.147 

Property  Value  Indicators 

Com 

FY 

Total  Statewide  Taxable  Valuation 

Millions 

1,559.407 

1,612.780 

1 ,640.208 

1,666.001 

Com 

FY 

Net/Gross  Proceeds  Taxable  Valuation 

Millions 

20.549 

19.248 

19.492 

19.310 

ROC 

FY 

All  Other  Taxable  Valuation 

Millions 

1,538.858 

1,593.532 

1,620.716 

1 ,646.692 

ROC 

FY 

Statewide  Vehicle  Value 

Millions 

2,139.656 

2,224.442 

2,319.864 

2,426.280 
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CY/FY 

CY/FY 

CY/FY 

CY/FY 

Year                           Assumption 

Units 

1992 

1993 

1994 

1995 

Consumption  Tax  Indicators 

ROC 

FY 

Liquor  Unit  Sales 

Millions 

4.952 

4.987 

5.022 

5.058 

ROC 

FY 

Wine  Unit  Sales 

Millions 

0.053 

0.041 

0.031 

0.024 

ROC 

FY 

Liquor  Cost  Per  Unit 

$'s 

9.602 

10.006 

10.244 

10.622 

ROC 

FY 

Wine  Cost  Per  Unit 

$'s 

5.798 

6.177 

6.307 

6.577 

ROC 

FY 

Liquor  Oivsion  Budget 

%  Change 

6.54% 

4.78% 

3.00% 

3.00% 

ROC 

FY 

Beer  Gallons 

Millions 

0.741 

0.771 

0.790 

0.811 

ROC 

FY 

Wine  Liters 

Millions 

5.075 

5.013 

4.987 

5.023 

ROC 

FY 

Cigarette  Packs 

Millions 

69.182 

68.462 

67.676 

66.827 

ROC 

FY 

Tobacco  Value 

Millions 

9.237 

9.752 

10.854 

12.117 

ROC 

FY 

Gallons  of  Gasoline 

Millions 

446.404 

446.286 

446.229 

446.588 

ROC 

FY 

Gallons  of  Diesel 

Millions 

128.272 

130.631 

133.032 

135.478 

ROC 

FY 

Video  Machine  Net  Income 

Millions 

160.343 

182.127 

200.705 

216.075 

ROC 

FY 

Total  Lottery  Sales 

Millions 

27.922 

29.268 

30.899 

32.665 

ROC 

FY 

Insurance  Premiums  Growth 

%  Change 

2.38% 

5.52% 

5.52% 

5.52% 

ROC 

FY 

Insurance  Premiums  Tax  Credit 

Millions 

2.757 

3.774 

4.530 

3.024 

ROC 

FY 

Police  &  Firemen  Retirement 

Millions 

6.516 

7.073 

7.374 

7.691 

ROC 

CY 

Telephone  Taxable  Income 

Millions 

260.803 

263.932 

269.739 

275.673 

ROC 

CY 

Kilowatt  Hours  Produced 

Millions 

21,185.258 

21,394.332 

21,589.242 

21,571.699 

Other  In 

dicators 

ROC 

FY 

Medicaid  Reimbursements 

Millions 

10.366 

11.845 

11.548 

12.039 
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General  Fund  Revenue  Estimates 

The  economic  assumptions  shown  on  the  preceding 
page  were  adopted  by  the  Revenue  Oversight 
Committee  (ROC)  on  November  19-20,  1992.  These 
assumptions  were  used  in  generating  the  general  fund 
and  school  equalization  account  (SEA)  revenue 
estimates  detailed  in  the  following  section.  The 
assumptions  and  the  resulting  revenue  estimates  will 
be  included  in  a  joint  resolution  to  be  introduced  for 
legislative  discussion  and  action. 

The  ROC  will  meet  January  5,  1993  to  review  its 
estimates  for  personal  income  taxes.  Since  the 
statistical  information  for  calendar  1991  tax  returns 
was  not  available  until  late  November,  this  important 
data  was  not  considered  at  the  November  meeting. 
The  introduced  revenue  estimating  joint  resolution  will 
reflect  any  revisions  for  this  source. 

In  accordance  with  section  5-18-107,  MCA,  the  ROC 
revenue  estimate  as  introduced  in  the  legislature: 

.  .  .constitutes  the  legislature's  current  revenue 
estimate  until  amended  or  until  final  adoption  of 
the  estimate  by  both  houses.  It  is  intended  that 
the  legislature's  estimate  and  the  assumptions 
underlying  the  estimates  will  be  used  by  all 
agencies  with  responsibilities  for  estimating 
revenues  or  costs,  including  the  preparation  of 
fiscal  notes. 

General  fund  revenue  includes  receipts  from  levies 
upon  personal  income,  corporate  income,  mineral 
extraction,  alcoholic  beverage  consumption,  insurance 
premiums,  and  numerous  other  fees,  fines,  and  taxes. 
Since  most  sources  are  influenced  by  economic 
conditions,  forecasts  formulated  for  these  revenues 
utilize  the  economic  forecasts  detailed  in  the  preceding 
pages. 


Following  are  descriptions  summarizing  the  forecast 
methodology  used  for  each  of  the  larger  general  fund 
revenue  sources.  Also  shown  are  historical  collections 
for  each  major  source  and  projected  revenue  for  the 
1995  biennium. 

In  the  table  and  graph  on  the  next  page,  1993 
biennium  collections  are  higher  for  some  tax  sources 
than  preceding  biennia  and  projected  collections  for  the 
1995  biennium.  The  increased  collections  during  fiscal 
1992  and  fiscal  1993  are  due  to  several  factors: 

1)  the  executive  decision  to  change  from  a  "modified"  to 
"full"  accrual  accounting  method  in  fiscal  1992, 
resulting  in  the  inclusion  of  $32.0  million  more  revenue 
in  the  general  fund  and  $9.7  million  more  revenue  in 
the  SEA. 

2)  during  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  26  taxes  for  a  period  of 
one  year.  The  revenue  collected  from  these  surtaxes  to 
be  deposited  in  the  general  fund,  with  the  exception  of 
revenue  generated  from  the  surtax  on  motor  fuels  and 
gross  vehicle  weight  taxes  (to  be  deposited  in  the 
highways  account.)  In  addition,  the  legislature 
imposed  a  2.3  percent  surtax  on  personal  income  and 
corporation  taxes  for  calendar  1992  and  4.7  percent  for 
calendar  1993.  Surtax  revenue  from  the  corporation 
tax  will  be  deposited  in  the  general  fund,  while  surtax 
revenue  from  the  personal  income  tax  will  de  deposited 
in  the  general  fund  and  school  equalization  account. 

3)  during  the  1991  regular  session  and  both  1992 
special  sessions,  the  legislature  enacted  measures  that 
provided  "one-time"  personal  income  tax  collections  and 
temporarily  diverted  revenue  to  the  general  fund 
during  the  1993  biennium.  These  measures  are 
discussed  in  the  following  summaries  by  revenue 
source. 


Summary  83 


GENERAL  FUND  REVENUES  BY  COMPONENT 

Figures  In  Millions 


Source  of  Revenue 

Individual  Income  Tax 
Corporation  License  Tax 
Coal  Severance  Tax 
Oil  Severance  Tax 
Interest  on  Investments 
Long -Range  Bond  Excess 
Coal  Trust  Interest  Income 
Insurance  Premiums  Tax 
Public  Institutions  Reimb. 
Liquor  Profits 
Liquor  Excise  Tax 
Inheritance  Tax 
Metal  Mines  Tax 
Electrical  Energy  Tax 
Drivers'  License  Tax 
Telephone  License  Tax 
Beer  License  Tax 
Natural  Gas  Severance  Tax 
Freight  Line  Tax 
Wine  Tax 

Video  Gaming  Income  Tax 
Motor  Vehicle  Account 
Vehicle  Fees 
Public  Contractor's  Tax 
Other  Revenue  Sources 

Grand  Total 


Actual         Estimated      Estimated      Estimated      Estimated      Estimated 
Fiscal  1992     Fiscal  1993     Fiscal  1994     Fiscal  1995      FY  92-93      FY  94-95 


$200,684 

$222,220 

$207,396 

$213,324 

$422,904 

$420,720 

32.052 

33.620 

36.180 

36.235 

65.672 

72.415 

9.609 

14.350 

6.333 

6.337 

23.959 

12.670 

20.427 

16.815 

15.160 

15.328 

37.242 

30.488 

16.494 

16.475 

9.804 

10.011 

32.969 

19.815 

42.734 

46.691 

44.336 

45.589 

89.425 

89.925 

40.010 

39.609 

40.529 

41.620 

79.619 

82.149 

20.387 

22.648 

20.526 

23.505 

43.035 

44.031 

16.329 

15.893 

14.291 

14.839 

32.222 

29.130 

5.363 

4.190 

4.340 

4.620 

9.553 

8.960 

6.122 

6.720 

6.533 

6.823 

12.842 

13.356 

11.338 

10.484 

10.405 

10.679 

21.822 

21.084 

3.966 

4.172 

3.526 

3.692 

8.138 

7.218 

4.938 

4.255 

3.994 

4.021 

9.193 

8.015 

1.776 

1.722 

1.800 

1.805 

3.498 

3.605 

4.984 

4.222 

4.003 

4.091 

9.206 

8.094 

1.453 

1.621 

1.422 

1.459 

3.074 

2.881 

1.396 

1.283 

1.249 

1.264 

2.679 

2.513 

1.272 

0.000 

0.000 

0.000 

1.272 

0.000 

0.853 

0.897 

0.798 

0.804 

1.750 

1.602 

9.875 

11.019 

10.035 

10.804 

20.894 

20.839 

10.152 

9.653 

9.911 

10.175 

19.805 

20.086 

3.227 

3.114 

3.248 

3.397 

6.341 

6.645 

1.270 

1.230 

1.242 

1.252 

2.500 

2.494 

20.324 

21.083 

20.348 

20.640 

41.407 

40.988 

$487.036         $513.986         $477.409         $492.314      $1.001.022         $969.723 


600.0 
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43     400.0 
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GENERAL  FUND  REVENUE 

Total  Collections 


69  71  73  75  77  79  81  83  85 

Fiscal  Years 


87 


89 


91 


93 


Actual 


Forecast 


95 
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General  Fund  Revenue  Analysis 
Contribution  By  Major  Component  FY  92-93 


Corporation  (7.7%) 

Natural  Resources  (7.2%) 

Interest  (11.2%) 


Reimbursements  (32%) 


Other  (18.3%) 


Insurance  (4.3%) 


General  Fund  Revenue  Analysis 
Contribution  By  Major  Component  FY  94-95 


Income  (49.4%) 


Corporation  (8.7%) 

Natural  Resources  (5.5%) 

Interest  (103%) 


Reimbursements  (3.0%) 


Other  (18.4%) 


Insurance  (4.5%) 
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Individual  Income  Tax 

Individual  or  personal  income  tax  is  the  largest  single 
source  of  revenue  to  the  general  fund,  comprising  over 
48  percent  of  total  collections. 

This  tax  was  first  enacted  in  1933  and  has  been 
amended  many  times  since  then.  The  tax  is  levied 
against  taxable  income,  which  is  defined  as  Montana 
personal  income  adjusted  for  exemptions  and 
deductions.  The  marginal  tax  rates  range  from  2 
percent  to  11  percent,  with  the  size  of  the  tax  brackets 
and  the  values  of  the  personal  exemption  and  standard 
deduction  fully  indexed  for  inflation.  Once  tax  liability 
is  determined,  the  amount  of  tax  due  is  computed  by 
subtracting  allowable  credits. 

The  income  tax  forecasts  for  the  1995  biennium  are 
based  on  moderate  growth  in  wage  and  salary  income 
and  employment.  With  national  economic  conditions 
remaining  weak,  Montana's  economic  growth  is  also 
expected  to  remain  slow,  primarily  due  to  recessionary 
pressures  and  the  continuing  shift  in  employment  from 
basic  industries  to  the  service  sectors.  Additional 
factors  that  affect  receipts  include  credits,  exemptions, 
indexation  and  audit  efforts  by  the  Department  of 
Revenue.  Projections  for  fiscal  years  1993  through 
1995  are  based  on  inflation  rates  of  3.35,  3.93,  and  4.11 
percent,  respectively,  and  the  continuation  of  all 
statutory  credits  and  exemptions.  The  projections  also 
include  annual  audit  collections  of  $12.0  million  for 
fiscal  1994  and  1995. 

The  revenue  estimates  for  the  1993  biennium  included 
a  substantial  amount  from  personal  income  tax  audits, 
as  Table  1  shows.  During  the  January  1992  special 
session,  the  legislature  added  4.0  FTE  to  the  income 
tax  staff  and  increased  the  audit  estimate  by  $1.0 
million  for  fiscal  1993. 


In  adopting  revenue  estimates  for  the  1995  biennium, 
ROC  used  the  Department  of  Revenue  estimates  of 
audit  activity  in  the  1995  biennium. 


Table  1 

Personal  Income  Tax  Audit  Collections 

Fiscal  Year  1991-95 

FY 

Millions 

1991  Actual 

$11.3 

1992  Actual 

14.1 

1993  Estimated 

16.4 

1994  Estimated 

12.0 

1995  Estimated 

12.0 

During  the  July  1992  special  session,  the  legislature 
imposed  a  personal  income  tax  surtax  of  2.3  percent  for 
calendar  1992  and  4.7  percent  for  calendar  1993.  As 
Table  2  shows,  a  personal  income  tax  surtax  has  been 
in  effect  for  20  of  the  last  27  years  at  varying  tax  rates. 


Table  2 

Personal  Income  Tax  Surtax 

Tax  Year 

Rate  (%) 

1967-1968 

5.0 

1969-1970 

10.0 

1971-1972 

40.0 

1973-1980 

10.0 

1987-1988 

10.0 

1990 

5.0 

1992 

2.3 

.1993 

4.7 
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Personal  income  tax  collections  have  historically  been 
distributed  among  three  accounts  (the  general  fund, 
school  equalization  account,  and  debt  service).  Table 
3  shows  the  current  and  historical  allocations  of  these 
tax  collections. 


Table  3 

Distribution  of  Individual  Income  Tax 

Collections 

Fiscal 
Year 

General            School 
Fund         Equalization 

Debt 
Service 

1975-86 

64.0%                    25.0% 

11.0% 

1987-89 

58.2                       31.8 

10.0 

1990 

57.0                       33.2 

9.8 

1991 

50.0                       41.3 

8.7 

1992  and 
Beyond 

62.8                       28.5 

8.7 

During  the  1991  regular  session,  the  legislature 
enacted  Senate  Bill  226,  which  is  anticipated  to 
increase  personal  income  tax  collections  by  $27.9 
million  during  the  1993  biennium.  This  bill  made 
state,  local,  and  teachers'  retirement  benefits  taxable. 
It  also  allowed  a  $3,600  exemption  from  taxable  income 
for  all  retirement  income  for  tax  years  after  December 
31,  1990.  The  deduction  is  phased  out  for  taxpayers 
with  federal  adjusted  gross  income  which  exceeds 
$30,000.  Previous  law  allowed  state  retirees  an 
exemption  equal  to  all  retirement  income. 
Administrative  rules  adopted  by  the  Department  of 
Revenue  in  tax  year  1989  in  response  to  a  federal  court 
ruling  allowed  federal  retirees  to  exempt  all  their 
retirement  income.  Senate  Bill  226  also  provided  for 
a  2.5  percent  annual  increase  in  benefits  for  public 
employees  and  teachers  retirement  system  recipients 
living  in  Montana.  These  increased  benefits  are 
funded  through  a  statutory  appropriation  from  the 
general  fund. 


The  legislature  enacted  several  measures  during  the 
1991  regular  and  January  1992  special  session  that 
accelerated  due  dates  for  certain  income  tax  payments 
resulting  in  additional  "one-time"  tax  collections 
during  the  1993  biennium: 

House  Bill  959  requires  that  taxpayers  who  apply  for 
an  extension  of  time  for  filing  an  individual  income  tax 
return  must  pay  95  percent  of  the  current  year  tax 
liability  or  100  percent  of  the  previous  year  tax  liability 
at  the  time  of  filing.  The  act  is  effective  for  tax  years 
after  December  31,  1990,  and  was  anticipated  to  result 
in  $11.0  million  of  "one-time"  revenue  in  fiscal  1992. 

House  Bill  14  requires  that  any  taxpayer  with  annual 
liability  (less  credits  and  withholding  payments) 
greater  than  $500  will  be  required  to  file  quarterly 
estimated  tax  payments  beginning  in  tax  year  1993. 
(If  more  than  two-thirds  of  a  taxpayer's  income  is  net 
farm  income,  he  is  not  required  to  file  quarterly 
returns.)  This  bill  is  expected  to  accelerate  collections 
by  $32.5  million  in  fiscal  1993. 

Additional  "one-time"  collections  of  $18.7  million 
occurred  in  the  general  fund  in  fiscal  1992,  when  the 
executive  changed  from  a  "modified"  to  "full"  accrual 
method  of  accounting. 

Personal  income  tax  collections  in  fiscal  1991  and  1992 
fell  below  the  levels  anticipated  during  the  1991 
regular  session.  While  collections  from  withholding  on 
wage  and  salary  income  were  slightly  above  legislative 
estimates,  payment  of  estimated  taxes  on  nonwage 
income  (capital  gains,  interest  and  dividends,  rents  and 
royalties,  and  farm  income)  were  significantly  below 
anticipated  levels.  In  recent  years,  nonwage  income 
comprises  a  growing  segment  of  Montana's  total 
income,  growing  from  30.0  percent  in  calendar  1986  to 
42.1  percent  in  calendar  1991.  Since  this  income 
source  is  more  volatile  than  wage  income,  it  has  made 
estimating  personal  income  tax  collections  more 
difficult. 
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Total 

(Jeneral  Fund 

INDIVIDUAL  INCOME  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

250.0 

71 

$42.328029 

$27.070705 

72 

68.147070 

43.620321 

61.13% 

4 

73 

77.065529 

49.321939 

13.07% 

TV"4 

74 

78.948911 

50.527303 

2.44% 

200.0 

4 

75 

88.599367 

56.703595 

12.22% 

V) 

76 

97.520297 

61412990 

10.07% 

a 

J 

77 

111.861527 

71.591377 

14.71% 

gj 

m-\  / 

78 

123.620798 

79.117312 

10.51% 

p  150.0 

0         ■ 

79 

141.420747 

90.509280 

14.40% 

M— I 

J 

80 

134.987298 

86.391870 

-4.55% 

o 

/ 

81 

146.036286 

93.463213 

8.19% 

c 

jr* 

82 

143.803751 

91034568 

-1.53% 

,o  100.0 

j^-m* 

83 

151.800311 

97.152215 

5.56% 

i 

-s**^ 

84 

170.346345 

109.021660 

12.22% 

x^ 

85 

181.057157 

115.876580 

6.29% 

50.0 

r***^ 

86 
87 

172.216130 
194.676947 

110.218313 
124.593246 

-4.88% 
13.04% 

^ 

88 

243.768721 

141746609 

14.57% 

■" 

89 

265.539814 

154.673139 

8.36% 

0.0 

90 
91 

279.642960 
281960086 

159.443210 
141282737 

3.08% 
-10.76% 

69    71    73    75    77    79    81    83    85    87    89    91    93   95 

Fiscal  Years 

92 

321.538093 

200.683725 

41.05% 

Forecast 

93 

353.854000 

521J27WM 

10.73% 

_^_  Actual     ^.Forecast 

Forecast 

94 

330.249000 

207.396000 

-6.67% 

Forecast 

95 

339.687000 

213.324000 

2.86% 
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Corporation  License  Tax 

The  corporation  license  tax  is  levied  against  a 
corporation's  net  income  earned  in  Montana.  The 
corporation  income  tax  is  imposed  on  corporations  that, 
for  reasons  of  jurisdiction,  are  not  taxable  under  a 
license  tax.  The  tax  rate  is  6.75  percent,  except  for 
corporations  making  a  "water's  edge"  election  (section 
15-31-322,  MCA),  which  pay  a  7  percent  tax  on  their 
net  income. 


Eighty  percent  of  the  corporation  taxes  collected  from 
financial  institutions  (excluding  collections  from  the 
surtax  imposed  for  tax  years  1992  and  1993)  is 
distributed  to  local  governments  in  the  county  in  which 
the  financial  institution  is  located.  The  remaining  20 
percent  is  allocated  as  shown  in  Table  4. 


Table  4 
Distribution  of  Corporation  License  Tax  Collections 

General 
Fkr-al  Ypar                                                                                             Fund 

School 
Equalization 

Debt 
Service 

1975-1990*                                                                                       64.0% 

25.0% 

11.0% 

1991  and  Beyond                                                                         61.0 
(nonsurtax  collections)* 

28.5 

10.5 

1993  and  1994  (surtax  collections)                                              100.0 

*After  distribution  of  financial  institutions'  corporation  tax  to  counties. 

Surtaxes  on  corporate  income  tax  liability  have  been 
imposed  in  three  tax  years,  as  Table  5  shows. 


Table  5 
Corporate  Tax  Surtax 

Tax  Year 

Rate  (%) 

1990 

5.0 

1992 

2.3 

]993 

4.7 

House  Bill  56,  enacted  during  the  June  1989  special 
session,  required  corporations  with  annual  liabilities  in 
excess  of  $5,000  to  make  quarterly  estimated  tax 


payments  beginning  in  tax  year  1990.  Previously,  tax 
payments  were  made  annually.  This  resulted  in 
approximately  $17  million  of  accelerated  collections  in 
fiscal  1990  and  1991. 

The  forecasts  for  fiscal  1993  through  1995  are  based  on 
moderate  economic  growth.  This  assumption  is 
premised  on  inflation  in  the  range  of  3.4  to  4.1  percent, 
short-term  interest  rates  of  about  3.5  to  5.4  percent, 
and  oil  prices  at  about  $17.70  to  $18.50  per  barrel. 

Additional  factors  that  affect  receipts  include  tax 
credits  and  the  audit  efforts  by  the  Department  of 
Revenue.  As  with  individual  income  tax,  all  forecasts 
have  been  adjusted  for  allowable  credits.  The 
projections  for  audit  collections  are  about  $8  million 
each  year  for  fiscal  1993  through  fiscal  1995. 
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The  revenue  estimates  for  the  1993  biennium  included 
a  substantial  amount  from  corporation  tax  audits,  as 
Table  6  shows.  During  the  January  1992  special 
session,  the  Executive  Budget  requested  and  the 
legislature  approved  funding  for  increased  travel  and 
personal  services  to  accelerate  audit  collections.  In 
response,  the  legislative  revenue  estimates  were  raised 
$3.1  million  in  fiscal  1992  and  $5.1  million  in  fiscal 
1993,  for  a  total  of  $10.2  million  in  fiscal  1992  and 
$13.3  million  in  fiscal  1993.  However,  during  the  July 
1992  special  session,  the  Department  of  Revenue 
testified  that  its  fiscal  1992  audit  collections  had 
exceeded  the  estimate  but  it  would  not  be  able  to  reach 
the  anticipated  level  for  fiscal  1993.  Based  on  this 
testimony,  anticipated  audit  collections  were  reduced 
by  $5.1  million  to  the  amount  shown  in  Table  6.  In 
adopting  revenue  estimates  for  the  1995  biennium, 
ROC  used  the  Department  of  Revenue's  estimates  of 
audit  activity  for  the  1995  biennium. 


Table  6 

Corporation 

Tax  Audit  Collections 

Fiscal  Year  1991-95 

FY 

Million 

1991  Actual 

$8.1 

1992  Actual 

15.3 

1993  Estimated 

8.1 

1994  Estimated 

7.8 

1995  Estimated 

7.8 

Additional  "one-time"  refunds  of  approximately  $2.5 
million  occurred  in  fiscal  1992,  when  the  executive 
changed  from  a  "modified"  to  "full"  accrual  method  of 
accounting.  This  reduced  general  fund  receipts  by  $1.5 
million  in  fiscal  1992. 


Total 

General  Fund 

F 

Collections 

Collections 

Percent 

CORPORATION  LICENSE  TAX 

Y 

Millions 

Millions 

Change 

60.0 

General  Fund  Receipts 

71 

$9.605806 
11.299998 

$6  147716 

72 

7.326719 

19.18% 

73 

12.057255 

7.716643 

5.32% 

50.0 

74 

15.736161 

10.071143 

30.51% 

• 

75 

22.078581 

14.130292 

40.30% 

A 

76 

23.020112 

14.732872 

4.26% 

H 

/  \ 

77 

24.957239 

15.972633 

8.41% 

•2  40.0 

/     a 

78 

29.238770 

18.712814 

17.16% 

s 

f\           J     \       A-+ 

79 

36.091654 

13.098659 

13.44% 

1    \        1          ** 

80 

45.623189 

26.658417 

15.41% 

O  30.0 

/\          /     \     J 

81 

51900964 

30.962755 

16.15% 

c 

/      \       /       \   / 

82 

44.630472 

26.134449 

-15.27% 

o 

r          V  1         \/ 

83 

35.830832 

20.733658 

-20.97% 

3  20.0 

J              *~*         i 

84 

35.396240 

20.547177 

-0.90% 

2 

-f 

85 

61609205 

36.657611 

78.41% 

m-" 

86 

58.584784 

33.884815 

-7.56% 

10.0 

J 

87 

34.566361 

19.682607 

-41.91% 

j*-* 

88 

46.200104 

27.027277 

37.32% 

■"" 

89 

56.139749 

33.188406 

2180% 

0.0 

90 
91 

80.315504 
70.784279 

48.242988 
38.165356 

45.36% 
-20.89% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

57.682672 

32.052464 

-16.02% 

Forecast 

M 

60.5MW 

ttiMW 

4.89% 

_^  Actual     _^_  Forecast 

Forecast 

94 

64.850000 

36.180000 

7.61% 

Forecast 

95 

66.804000 

36.135000 

0.15% 
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Coal  Severance  Tax 

The  coal  severance  tax  is  imposed  on  all  coal 
production  in  excess  of  20,000  tons  per  company  per 
calendar  year.  However,  producers  of  50,000  tons  or 
less  in  any  calendar  year  are  exempt  from  the  tax. 
Legislation  passed  by  the  1987  legislature  provided  for 
a  phase-down  of  the  tax  rate  to  15  percent  by  the  1993 
biennium  as  shown  in  Table  7.  The  law  establishes  a 
lower  tax  rate  for  coal  with  a  heating  quality  of  less 
than  7,000  BTU. 


Table  7 

Coal  Severance  Tax  Rates 

<7,000  BTU 

>7,000  BTU 

FY  88 

20% 

30% 

FY  89 

17% 

25% 

FY  90 

17% 

25% 

FY  91 

13% 

20% 

FY  92  &  after 

13% 

15% 

The  distribution  of  the  tax  has  been  amended  many 
times  since  its  enactment  in  1975.  The  distribution 
during  the  1993  biennium  and  thereafter  is  shown  in 
Table  8. 


Table  8 
Coal  Severance  Tax  Distribution  Table 


Account  Name 

General  Fund 

Agriculture  Act 

Public  School  Equalization 

State  Library 

Highway  Reconstruction  Trust 

Conservation  Districts 

County  Land  Planning 

Local  Impact 

Renewable  Resources  Bond 

Water  Development 

Permanent  Trust 

Treasure, State  Endowment 

Park  Acquisition  Trust 

Fish,  Wildlife,  and  Parks 

Arts  Trust 

Montana  Arts  Council 


Fiscal 

Fiscal 

1992 

1993 

Thereafter 

15.390% 

27.390% 

15.390% 

0.760 

0.760 

0.760 

11.400 

11.400 

11.400 

0.380 

0.380 

0.380 

12.000 

0.000 

12.000 

0.190 

0.190 

0.190 

0.380 

0.380 

0.380 

6.650 

6.650 

6.650 

0.475 

0.475 

0.475 

0.475 

0.475 

0.475 

50.000 

50.000 

25.000 

0.000 

0.000 

25.000 

0.000 

0.000 

1.267 

1.267 

1.267 

0.000 

0.633 

0.364 

0.633 

0.000 

0.269 

0.000 

During  the  July  1992  special  session,  the  legislature 
imposed  a  "general  fund  stabilization  tax"  of  7  percent 


of  the   coal   severance   tax   due   on   production   that 
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occurred  in  fiscal  1993.  The  total  collections  from  this 
new  tax  are  deposited  to  the  general  fund. 

Additional  "one-time"  general  fund  collections  of 
approximately  $2.9  million  occurred  in  fiscal  1992, 
when  the  executive  changed  from  a  "modified"  to  "full" 
accrual  method  of  accounting. 

Coal  severance  tax  revenues  are  dependent  on  the 
contract  sales  price  per  ton  of  coal  and  the  number  of 
tons  produced.  Since  most  of  Montana's  coal  is  sold  to 
utilities  under  long-term  contracts,  prices  are  generally 
increased  by  inflation  indices  specified  in  the  contracts. 
However,  with  lower  demand,  competitive  prices  for 
other  fuels,  and  a  larger  portion  of  coal  production 
being  sold   on   the   "spot"   market,   coal   prices   are 


expected  to  increase  only  slightly  during  the  forecast 
period.  Deductions  for  federal,  state,  and  tribal  royalty 
payments  from  the  contract  sales  price  have  been 
included  in  the  price  forecasts. 

Production  levels  are  influenced  by  the  demand  for 
electrical  power  and  the  price  of  other  fuels  such  as  oil 
and  natural  gas.  Based  on  information  from  the  major 
coal  producers,  production  is  anticipated  to  decline 
between  calendar  1993  and  1995. 

A  dispute  involving  the  state's  authority  to  tax  coal 
mined  on  Crow  Indian  land  has  been  resolved  in  the 
U.S.  Supreme  Court  in  favor  of  the  Crow  Indian  Tribe. 
Production  on  these  lands  has  been  excluded  from  the 
revenue  forecasts. 


Total 

General  Fund 

F 

Collections 

Collections 

Percent 

COAL  SEVERANCE  TAX 

Y 

Millions 

Millions 

Change 

General  Fund  Receipts 

25.0 

1 

71 

$0.212056 
0.483434 

$0.212056 
0.483434 

72 

127.97% 

73 

0.694213 

0.694213 

43.60% 

74 

3.315416 

3.315416 

377.58% 

20.0 

■               ■ 

75 

5.395415 

5.395415 

62.74% 

A        /\ 

76 

13.964642 

10.586335 

96.21% 

n 

/  \             r     \ 

77 

35.906057 

14.362422 

35.67% 

§15.0 

\  \  t\-^*        A 

78 

34.372063 

11.241695 

-21.73% 

/    \/  ^'^          \ 

79 

42.689164 

11806813 

13.92% 

<4-l 

A  i   ■                      A 

80 

75.125009 

20.222579 

57.90% 

o 

/  \/                \       A 

81 

70.415073 

13.378906 

-33.84% 

c  ,™ 

I                   \      1  \ 

82 

86.186886 

16.375541 

2140% 

O  10.0 

1                                      M\  r    \ 

83 

80.045016 

15.208581 

-7.13% 

si 

\                                     V      \ 

84 

81823427 

15.736468 

3.47% 

s 

l                                                                                                                              \-4. 

85 

91.748855 

17.432283 

10.78% 

1 

86 

84.217213 

20.001598 

14.74% 

5.0 

f 

87 

76.546602 

17.290794 

-13.55% 

ji 

88 

84.638333 

11961531 

-25.04% 

1 

89 

58.565583 

8.968746 

-30.80% 

0.0 

90 
91 

67.870544 
50.457848 

10.445286 
7.765470 

16.46% 
-25.66% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

54.114107 

9.609076 

13.74% 

Forecast 

"93 

44.557OT 

RSsttXW 

49.34% 

_._  Actual     _^_  Forecast 

Forecast 

94 

41.149000 

6.333000 

-55.87% 

Forecast 

95 

41.178000 

6.337000 

0.06% 
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Oil  Severance  Tax 

An  oil  severance  tax  is  imposed  on  the  production  of 
petroleum  and  other  mineral  or  crude  oil  in  the  state. 
The  tax  was  first  enacted  in  1921  and  has  since 
undergone  several  modifications.  The  tax  rate 
increased  from  2.65  to  5  percent  on  April  1,  1981;  to  6 
percent  on  April  1,  1983;  and  decreased  to  5  percent  on 
April  1,  1985.  During  the  July  1992  special  session, 
the  legislature  imposed  a  7  percent  surtax  on  oil 
severance  tax  liability  for  production  that  occurred 
during  fiscal  1993. 

The  1987  legislature  enacted  several  tax  incentives 
designed  to  increase  production.  Beginning  April  1, 
1987,  new  production  was  exempt  from  the  tax  for  the 
first  24  months  of  production,  as  were  the  first  five 
barrels  per  day  of  production  from  a  stripper  well.  The 
remaining  production  from  a  stripper  well  was  taxed  at 
3  percent.  These  tax  incentives  were  in  effect  until  the 
price  of  oil  exceeded  $25  and  $30  per  barrel.  These 
price  levels  were  reached  in  August  1990,  and  the  tax 
incentives  were  revoked  by  executive  order. 

Oil  severance  tax  revenues  are  dependent  on  well-head 
prices  and  the  number  of  barrels  of  oil  produced.  In 
the  1991  biennium,  world  oil  prices  increased  sharply 
due  to  the  Persian  Gulf  conflict. 


However,  this  price  rally  was  short-lived.  Throughout 
calendar  1992,  prices  stayed  at  or  below  $20  per  barrel. 
These  forecasts  presented  assume  Montana  oil  prices 
will  average  $17.70,  $18.20,  and  $18.50  per  barrel  in 
calendar  1993  through  1995. 

Taxable  oil  production  has  declined  from  34.6  million 
barrels  produced  in  calendar  1974  to  18.6  million 
barrels  in  calendar  1991.  This  decline  is  expected  to 
continue  in  the  1995  biennium,  although  at  a  slower 
rate  than  during  the  1989  and  1991  biennia. 

From  fiscal  1984  through  1987,  one-third  of  oil 
severance  tax  receipts  retained  by  the  state  were 
allocated  to  the  local  government  block  grant  program. 
Since  fiscal  1988,  100  percent  of  collections  retained  by 
the  state  from  this  tax  source  have  been  deposited  in 
the  general  fund.  The  collections  from  the  surtax  in 
effect  for  fiscal  1993  production  is  also  deposited  to  the 
general  fund. 

Additional  "one-time"  general  fund  collections  of 
approximately  $4.3  million  occurred  in  fiscal  1992, 
when  the  executive  changed  from  a  "modified"  to  "full" 
accrual  method  of  accounting. 
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Total 

General  Fund 

OIL  SEVERANCE  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

50.0 

71 

$2.766963 

$2.766963 

72 

2.668316 

1668316 

-3.57% 

K 

73 

2.692453 

2.692453 

0.90% 

1  i 

74 

4.255716 

4.255716 

58.06% 

40.0 

1    \ 

75 

6.179984 

6.179984 

45.22% 

S2 

1     \ 

76 

6.563569 

6.563569 

6.21% 

1     \ 

77 

6.884010 

6.884010 

4.88% 

§  30.0 

1         \ 

78 

6.808100 

6.808100 

-1.10% 

1          \ 

79 

7.056573 

7.056573 

3.65% 

u-> 

\ 

80 

10.544555 

10.544555 

49.43% 

o 

I            \ 

81 

18.654469 

18.654469 

76.91% 

c 

I            i 

82 

45.473425 

45.473425 

143.77% 

.2  20.0 

a                   \                irA 

83 

43.787960 

43.787960 

-3.71% 

s 

/                                  1        1            /            *v 

84 

49.029016 

32.686014 

-25.35% 

s 

/                  \/\r 

85 

48.789983 

31526656 

-0.49% 

10.0 

J 

86 
87 

34.728749 
16.143617 

23.152504 
10.762412 

-28.82% 
-53.52% 

»-••■"■ 

88 

16.484059 

16.484059 

53.16% 

■-•-♦-•-•^ 

89 

13.234516 

13.234516 

-19.71% 

0.0 

90 
91 

14.551070 
50.590906 

14.510149 
18.885901 

9.64% 
30.16% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

49.755047 

20.427115 

8.16% 

Forecast 

55 

4A.755<WJ 

i6".8i567W 

-17.68% 

_»_  Actual     _^_  Forecast 

Forecast 

94 

38.272000 

15.160000 

-9.84% 

Forecast 

95 

36.395000 

15.328000 

1.11% 
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Interest  on  Investments 

The  Department  of  Commerce's  Board  of  Investments 
is  responsible  for  investing  all  state  funds.  Sections 
17-6-201  and  17-6-211,  MCA,  provide  guidelines  under 
which  the  funds  must  be  invested.  Unless  specifically 
stated  by  statute,  all  interest  earned  on  these 
investments  is  deposited  in  the  general  fund  account. 

In  the  early  1980's,  interest  income  was  a  major  source 
of  general  fund  revenue  due  to  high  interest  rates  and 
large  investable  balances.  However,  since  1982,  with 
rates  and  balances  lower,  interest  income  has 
contributed  a  smaller  proportion  of  total  general  fund 
revenues. 

The  sharp  decline  in  revenues  in  fiscal  1986  was  the 
result  of  lower  interest  rates,  lower  investable 
balances,  and  a  bill  that  authorized  interest  earned  on 
the  highway  gas  tax  account  to  accrue  to  the  highway 
account.  The  June  1986  special  session  amended  this 
legislation  to  allow  earnings  from  the  highway  account 
to  accrue  to  the  general  fund. 

Beginning  in  fiscal  1991,  interest  earned  on  the  school 
equalization  account  was  retained  in  that  account, 
rather  than  being  deposited  in  the  general  fund. 


Beginning  in  fiscal  1993,  the  interest  earned  on 
hunting  and  fishing  license  fees  will  be  deposited  in 
the  state  special  revenue  account  and  credited  to  the 
Department  of  Fish,  Wildlife,  and  Parks.  Under  the 
previous  law,  the  general  fund  received  this  interest. 

Investable  balances  declined  sharply  during  the  1993 
biennium,  due  primarily  to  the  spending  down  of  the 
highway  account  and  low  balances  in  other  state 
accounts. 

To  ease  cashflow  problems  during  the  1993  biennium, 
the  state  issued  tax  and  revenue  anticipation  notes 
(TRANS):  $85.0  million  in  fiscal  1992  and  $135.6 
million  in  fiscal  1993.  Due  to  the  uncertainty 
surrounding  the  final  resolution  of  the  1995  biennium 
budget  problems,  the  ROC  did  not  adopt  an 
assumption  concerning  TRANS  issues  in  fiscal  1994 
and  1995. 

Interest  rates  declined  sharply  in  the  1993  biennium, 
reaching  the  lowest  levels  in  two  decades.  Interest 
rates  are  forecast  to  increase  slightly  in  the  1995 
biennium. 

This  assumption  is  based  on  steady  monetary  policy  by 
the  Federal  Reserve,  combined  with  additional 
inflationary  pressures  as  the  national  economy  comes 
out  of  the  1991-92  recession. 
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Total 

General  Fund 

INTEREST  ON  INVESTMENTS 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

50.0 

71 

$1.027335 

$1.027335 

72 

1.507755 

1.507755 

46.76% 

73 

3.391643 

3.391643 

124.95% 

■ 

74 

8.884671 

8.884671 

161.96% 

40.0 

A 

75 

11150937 

11150937 

36.76% 

09 

/  \ 

76 

10.607372 

10.607372 

-1170% 

ed 

/  \ 

77 

9.891246 

9.891246 

-6.75% 

g  300 

/  \ 

78 

10.663504 

10.663504 

7.81% 

/  \ 

79 

12.714971 

11714971 

19.24% 

<+-■ 

i          \ 

80 

18.633664 

18.633664 

46.55% 

o 

/               "1                    /S. 

81 

26.566775 

26.566775 

4157% 

c 

/                      \                /        \ 

82 

42.442554 

41442554 

59.76% 

.2  20-0 

a                      I          /           \ 

83 

29.918421 

29.918421 

-29.51% 

v3 

/                        \       /             ^~\ 

84 

23.527514 

13.527514 

-21.36% 

2 

J                          Vv'                       \ 

85 

25.527889 

25.527889 

8.50% 

10.0 

f^*s                 u 

86 
87 

13.285291 
11826674 

13.285291 
11826674 

-47.96% 
-3.45% 

/ 

88 

15.731943 

15.731943 

2165% 

J 

89 

21.313825 

21.313825 

35.48% 

0.0 

90 
91 

25.869827 
22.306533 

25.869827 
21306533 

21.38% 
-13.77% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

16.494468 

16.494468 

-26.06% 

Forecast 

93 

16.475TO 

iMRlXb 

-0.11% 

_^_  Actual     _^_  Forecast 

Forecast 

94 

9.804000 

9.804000 

-40.49% 

Forecast 

95 

10.011000 

10.011000 

111% 
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Long-Range  Bond  Excess 

Each  biennium  all  agencies  are  requested  to  submit 
proposals  for  capital  projects  to  be  funded  from  the  sale 
of  long-range  building  bonds.  If  the  legislature 
authorizes  the  sale,  the  principal  and  interest  charges 
are  paid  from  the  long-range  building  debt  service 
account.  Revenues  deposited  to  this  account  include 
portions  of  the  individual  income  tax  and  corporation 
license  tax  and  cigarette  and  tobacco  taxes.  When  the 
amount  of  money  in  the  debt  service  account  exceeds 
the  annual  principal  and  interest  payments,  the  excess 
is  transferred  to  the  general  fund. 


Historically,  revenues  from  this  source  were  estimated 
by  adding  anticipated  receipts  from  the  earmarked  tax 
sources  and  subtracting  the  necessary  principal  and 
interest  payments.  However,  in  fiscal  1984,  the 
Department  of  Administration  began  transferring  all 
debt  service  revenues  to  the  general  fund.  A  general 
fund  statutory  appropriation  was  established  to 
transfer  the  necessary  principal  and  interest  payments 
back  to  the  debt  service  account.  These  accounting 
transactions  had  zero  impact  on  the  general  fund 
account  balance.  It  is  assumed  that  the  Department  of 
Administration  will  continue  these  accounting 
procedures  throughout  the  forecast  period. 


lota] 

General  Fund 

LONG-RANGE  BOND  EXCESS 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

50.0 

1 

71 

$5.850000 
7.540000 

$5.850000 
7.540000 

72 

28.89% 

A     /v4 

73 

8.685000 
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15.19% 
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A^l    V/ 

82 

20.450000 

20.450000 

-2183% 

.2  20-0 

r                                   / 

83 

21797971 

21797971 

11.48% 

ra 

d 

84 

41.682643 

41.682643 

8183% 

2> 

J 

85 

37.535668 

37.535668 

-9.95% 

10.0 

1 

86 

35.487786 

35.487786 

-5.46% 

**~~1 

87 

35.312990 

35312990 

-0.49% 

>-«^ 

88 

37.461464 

37.461464 

6.08% 

89 

41.984807 

41.984807 

1107% 

0.0 

90 
91 

46.168712 
40.713103 

46.168712 
40.713103 

9.97% 
-11.82% 
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Fiscal  Years 

92 

42.734109 

41734109 

4.96% 

Forecast 

93" 

46.691000 

46.6910M 

9.26% 

_^  Actual     _^_  Forecast 

Forecast 

94 

44.336000 

44.336000 

-5.04% 

Forecast 

95 

45.589000 

45.589000 

183% 
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Coal  Trust  Fund  Interest 

Article  IX,  Section  5  requires  that  50  percent  of  all  coal 
severance  tax  revenue  be  deposited  in  a  permanent 
trust  fund  and  that  the  principal  of  the  trust  "shall 
forever  remain  inviolate  unless  appropriated  by  a 
three-fourths  vote  of  each  house."  By  statute,  interest 
on  this  trust  is  distributed  85  percent  to  the  general 
fund  and  15  percent  to  the  school  equalization  account. 

The  interest  earned  on  this  trust  is  an  important 
general  fund  revenue  source.  During  the  period  fiscal 
1981  through  fiscal  1992,  $360.7  million  in  interest 
from  this  trust  was  deposited  in  the  general  fund.  In 
fiscal  1992,  permanent  coal  tax  trust  interest  provided 
8.2  percent  of  total  revenue  to  the  general  fund. 

Initiative  95,  approved  by  voters  in  1982,  requires  that 
25  percent  of  the  revenue  deposited  in  the  permanent 
coal  tax  trust  after  June  30,  1983,  be  placed  in  the  in- 
state investment  trust  fund  for  investment  in  the 
Montana  economy  "with  special  emphasis  on 
investments  in  new  or  expanding  locally  owned 
enterprises."  The  1989  and  1991  legislatures 
authorized  the  Montana  Science  and  Technology 
Alliance  to  use  $12.6  million  from  the  in-state 
investment  fund  for  investment  in  new  and  expanding 
technology-based  Montana  businesses  and  for  research 
and  development  project  loans  granted  by  the  Alliance. 
Senate  Bill  26  passed  by  the  1991  legislature:  1) 
eliminated  separate  accounting  for  the  in-state 
investment  trust;  and  2)  instructed  the  Board  of 
Investments  to  "endeavor  to  invest  up  to  25%  of  the 
permanent  coal  tax  trust  fund"  in  the  Montana 
economy. 

Coal  tax  revenue  flowing  into  the  permanent  trust  is 
also  used  to  secure  state  bonds  issued  to  finance  water 
resource  development  projects  and  activities.  Since 
1981  when  the  legislature  authorized  this  bonding 
program,  $65.8  million  in  water  development  projects 
throughout  the  state  have  been  authorized  with 
revenue  from  these  bonds. 


During  the  1991  regular  session,  the  legislature 
created  the  clean  coal  technology  demonstration  fund 
within  the  permanent  coal  tax  trust  and  transferred 
$25  million  from  the  permanent  trust  into  this 
subfund.  Beginning  in  fiscal  1992  through  fiscal  1997, 
an  additional  $5  million  a  year  of  the  coal  tax  revenue 
allocated  to  the  trust  must  be  deposited  in  this 
subfund.  The  legislation  allows  this  portion  of  the 
trust  funds  to  be  invested  in  loans  to  clean  coal 
technology  projects  approved  by  the  legislature.  The 
1991  legislature  approved  the  installation  of  MHD 
technology  at  the  Corette  power  plant  in  Billings  as  the 
first  clean  coal  technology  project,  making  it  eligible  for 
a  loan  of  up  to  $25  million  from  the  clean  coal  subfund. 
The  1993  legislature  will  consider  additional  loan 
applications.  The  Department  of  Natural  Resources 
and  Conservation  is  authorized  to  determine  the 
interest  rate  and  maturity  date  for  any  approved  loans, 
which  may  be  secured  or  unsecured  loans  under  the 
provisions  of  the  1991  legislation.  Interest  earned  on 
the  loans  is  distributed  in  the  same  manner  as  all 
permanent  trust  interest:  85  percent  to  the  general 
fund  and  15  percent  to  the  SEA.  During  the  1995 
biennium,  interest  earned  on  the  clean  coal  subfund 
within  the  permanent  trust  will  be  reduced  if  the 
interest  rates  on  any  clean  coal  technology  loans  are 
below  market  long-term  interest  rates  or  the  loan 
terms  allow  deferred  payment  schedules. 

The  1991  Legislature  also  appropriated  $3.25  million 
from  the  permanent  trust  fund  for  the  Microbusiness 
Development  Act.  These  funds  will  provide  capital  to 
microbusiness  development  corporations  that  will 
provide  loans  and  technical  assistance  to  qualified 
small  businesses. 

During  the  January  1992  special  session  the 
legislature  passed  Senate  Bill  5,  which  authorized  the 
creation  of  a  school  bond  contingency  loan  fund  within 
the  permanent  trust  fund.  The  contingency  fund  will 
provide  up  to  $25  million  in  loan  guarantees  for  school 
district  bonds  that  are  certified  by  the  Department  of 
Administration  as  meeting  certification  standards  but 
for  which  subsequent  litigation  prevents  collection  of 
property  taxes  levied  for  debt  service.  School  districts 
will  be  required  to  repay  any  guaranteed  funds  used. 
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Interest  on  the  contingency  fund  is  distributed  in  the 
same  manner  as  all  other  interest  earned  on  the 
permanent  trust  fund. 

In  the  June  1992  election,  voters  approved  a 
referendum  to  create  the  Treasure  State  Endowment 
fund,  within  the  permanent  coal  trust  fund.  The  fund 
will  receive  a  $10  million  loan  from  the  trust  principal 
in  fiscal  1993  and  half  of  the  funds  deposited  in  the 
trust  during  fiscal  1994  through  fiscal  2013.  Interest 
earned  on  the  Treasure  State  Endowment  Fund  will  be 
used  to  finance  local  infrastructure  projects,  as 
prioritized  by  the  departments  of  Commerce  and 
Natural  Resources  and  Conservation  and  authorized  by 
the  legislature. 


The  following  table  details  the  distribution  of  interest 
earned  on  the  permanent  trust  in  recent  years. 


Table  9 

Distribution 

of  Coal  Trust  Fund 

Interest 

Fiscal 

General        Permanent 

School 

Year 

Fund 

Trust 

Equalization 

1984-86 

85.0% 

15.0% 

0.0% 

1987 

100.0 

0.0 

0.0 

1988-89 

98.0 

2.0 

0.0 

1990 

100.0* 

0.0 

0.0 

1991  and 
Beyond 

85.0 

0.0                      15.0 
nterest  appropriated  for  medical 

*Minus  $2.0  million  of  i 
research  facilities. 

Total 

General  Fund 

COAL  TRUST  FUND  INTEREST 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

50.0 

General  Fund  Receipts 

71 

72 

■ 

73 

/  \ 

74 

40.0 

Av  /           — " — * — *""" 

75 

OB 

/     «• 

76 

J 

77 

§30.0 

f 

78 
79 

<** 
O 

/ 

80 

$0.086801 

$0.000000 

* 

81 

0.712165 

0.000000 

.2  2°-° 

r~* 

82 
83 

2.118130 
5.099806 

0.000000 
7.421901 

1 

f 

84 

11.726303 

11.542421 

55.52% 

J 

85 

18.520100 

18.466762 

59.99% 

100 

/ 

86 

22.291337 

18.947636 

2.60% 

^ 

87 

28.672038 

24.299902 

28.25% 

88 

38.168226 

32.443208 

33.51% 

89 

39.924866 

39.924866 

23.06% 

00 

i    i    i    i i    i    <    i 

90 

37.692796 

36.754944 

-7.94% 

81   82  83  84   85   86   87  88   89  90   91   92  93  94  95 

91 

41.456920 

40.806026 

11.02% 

Fiscal  Years 

92 

45.671428 

44.830283 

9.86% 

forecast 

M 

ti.VMfi 

39.9&000 

-i5.86% 

_._  Actual     _^_  Forecast 

Forecast 

94 

47.070000 

40.010000 

0.12% 

Forecast 

95 

46.598000 

39.609000 

-1.00% 
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Insurance  Premiums  Tax 

The  insurance  premiums  tax  is  levied  on  the  net 
premiums  or  gross  underwriting  profit  for  each 
insurance  company  operating  in  Montana.  The  tax 
was  first  enacted  in  1897  and  has  been  amended 
several  times  since  then.  The  current  tax  rate  is  2.75 
percent  of  net  premiums  on  policies  sold  in  Montana. 
Receipts  from  the  tax  are  distributed  to  the  police  and 
firemen  pension  funds,  with  the  remainder  going  to  the 
general  fund.  In  addition  to  the  premiums  tax,  the 
State  Auditor  collects  a  number  of  insurance  license 
and  fee  revenues,  which  are  also  deposited  in  the 
general  fund. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  insurance  premium  tax 
liability  for  the  period  September  1992  through  August 
1993.  The  collections  from  this  surtax  are  allocated  to 
the  general  fund. 

Bills  passed  during  the  1985  and  1989  sessions 
increased  the  state  contribution  to  police  and  firemen's 
pension  funds,  reducing  the  amount  of  insurance  tax 
deposited  in  the  general  fund. 


The  1987  legislature  accelerated  insurance  premium 
payments  from  an  annual  to  a  quarterly  reporting 
period.  An  additional  $11.9  million  was  deposited  in 
the  general  fund  in  fiscal  1988  as  a  result  of  this 
acceleration. 

Collections  from  this  revenue  source  are  expected  to 
decrease  in  fiscal  1994  and  increase  in  fiscal  1995  for 
two  reasons.  First,  the  7  percent  surtax  will  not  be 
assessed  in  fiscal  1994  as  was  in  fiscal  1993.  Second, 
insurers  will  claim  over  $7.6  million  in  credits  during 
the  biennium,  due  to  the  insolvency  of  the  Life  of 
Montana  Insurance  Company  and  other  companies. 
Under  current  law,  all  insurers  are  assessed  a  portion 
of  the  insolvency  of  defaulting  insurance  companies. 
Insurers  can  then  claim  a  credit  on  their  premium  tax 
return  equal  to  20  percent  of  the  assessment  over  a 
five-year  period.  This  credit  reduces  general  fund 
revenues.  In  early  1988,  Life  of  Montana  was  declared 
to  have  an  insolvency  of  approximately  $36  million. 
Insurers  began  claiming  credits  for  their  portion  of  the 
assessment  in  fiscal  1990  and  are  anticipated  to 
continue  claiming  credits  through  fiscal  1998.  The 
total  cost  to  the  general  fund  over  the  eight-year  period 
will  be  $36  million. 


Total 

General  Fund 

F 

Collections 

Collections 

Percent 

INSURANCE  PREMIUMS  TAX 

Y 

Millions 

Millions 

Change 

General  Fund  Receipts 

35.0 

71 

$5  383425 

$4333425 

72 

6.115751 

5.065751 

16.90% 

I 

73 

6.812473 

5.612473 

10.79% 

30.0 

A 

74 

7.366923 

6.166923 

9.88% 

|\ 

75 

8.323217 

6.723217 

9.02% 

1  \ 

76 

9.483281 

7.496699 

11.50% ' 

£  25.0 

1  \ 

77 

11.239651 

-     8.885923 

18.53% 

3 

1     \            A  / 

78 

11656322 

9.787436 

10.15% 

U  20.0 

<** 

J   V*^V 

79 

80 

14.367308 
15.177033 

10.748226 
11.031794 

9.82% 
164% 

o 

j£ 

81 

15.967069 

9.551061 

-13.42% 

c  15.0 

f 

82 

16.754178 

12.790003 

33.91% 

o 

»-*"* 

83 

17.725218 

13.011479 

1.73% 

3 

I 

84 

19.517173 

13.621332 

4.69% 

S  io.o 

***^* 

85 

20.797571 

15.691565 

15.20% 

^r 

86 

23.759335 

16.780399 

6.94% 

J***^ 

87 

25.299537 

18.245085 

8.73% 

5.0 

J*-*** 

88 

39.564932 

32.047077 

75.65% 

* 

89 

28.085448 

20.882814 

-34.84% 

0.0 

90 
91 

26.430036 
27.432552 

19.446368 
20.438058 

-6.88% 
5.10% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

27.777083 

20.387391 

-0.25% 

Forecast 

53 

3M3iOUO 

52.644000 

ll.(W% 

_._  Actual      _4_  Forecast                                  Forecast 

94 

28.861000 

20.526000 

-937% 

Forecast 

95 

32.208000 

23.505000 

14.51% 
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Public  Institution  Reimbursements 

The  Department  of  Corrections  and  Human  Services 
receives  reimbursements  for  the  cost  of  sheltering  and 
treating  residents  at  the  Montana  Developmental 
Center,  Center  for  the  Aged,  Montana  State  Hospital, 
and  the  Montana  Veteran's  Home.  There  are  four 
sources  of  reimbursement  income:  1)  state  and 
federally  matched  medicaid  monies;  2)  insurance 
proceeds  from  companies  with  whom  the  resident  is 
insured;  3)  payments  by  residents  or  persons  legally 
responsible  for  them;  and  4)  federal  medicare  funds. 

All  revenue  collected  from  these  sources  is  deposited  in 
the  general  fund,  except  reimbursements  received  for 
the  Veterans'  Home,  which  are  appropriated  to  the 
institution.  Most  of  the  reimbursements  come  from 
federal  medicaid  payments. 

Three  variables  determine  the  level  of  medicaid 
nursing  home  payments:  1)  the  number  of  patient 
days  eligible  for  medicaid   reimbursement;  2)  the 


reimbursement  rate  per  patient  day;  and  3)  the  private 
resources  of  medicaid  patients. 

Prior  to  fiscal  1990,  the  state's  general  fund  match  to 
federal  medicaid  payments  was  included  in  the 
Department  of  Social  and  Rehabilitation  Services' 
budget  and  was  received  (with  the  federal  portion)  as 
revenue  by  eligible  state  institutions.  Beginning  in  the 
1991  biennium,  the  state's  general  fund  match  was 
determined  from  the  documented  general  fund  costs  of 
caring  for  medicaid  residents.  This  change  in 
budgeting  procedures  reduced  reimbursements  to  the 
general  fund  by  approximately  $4.0  million  annually. 

The  other  three  components  of  reimbursement 
(insurance  proceeds,  payments  by  residents,  and 
medicare  funds)  are  expected  to  increase  by  the  rate  of 
inflation. 

Total  collections  from  this  source  are  anticipated  to 
decline  during  the  1995  biennium  due  to  reduced 
population  at  the  Montana  Developmental  Center. 


Total 

General  Fund 

INSTITUTION  REIMBURSEMENTS 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

20.0 

71 

$1.069182 

$1.069182 

72 

$1.184218 

$1.184218 

10.76% 

73 

$2.945826 

$1945826 

148.76% 

74 

$3.838150 

$3.838150 

30.29% 

a^    Aa 

75 

$4.964138 

$4.964138 

293*% 

«  15.0 

jT     \         /       \* 

76 

$4.054219 

$4.054219 

-18-33% 

a 

f          \  / 

77 

$6.324501 

$6.324501 

56.00% 

a 

f              I 

78 

$7.532377 

$7.531377 

19.10% 

-     / 

79 

$7.264924 

$7.264924 

-3.55% 

(4-1 

y\  / 

80 

$7.981975 

$7.981975 

9.87% 

O  10.0 

/     V 

81 

$9.899562 

$9.899562 

24.02% 

c 

/ 

82 

$10.974196 

$10.974196 

10.86% 

A"* 

83 

$11.406505 

$11.406505 

3.94% 

50 

y 

84 

$9.179921 

$9.179921 

-19.52% 

r 

85 

$12.895427 

$11895427 

40.47% 

j* 

86 

$14.166104 

$14.166104 

9.85% 

f 

87 

$14.215767 

$14.215767 

0.35% 

T 

88 

$15.395310 

$15.395310 

8.30% 

*-*-*-* 

89 

$16.031413 

$16.031413 

4.13% 

00 

90 

$12.284668 

$11284668 

-23.37% 
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91 

$14.140931 

$14.140931 

15.11% 

Fiscal  Years 

92 

$16.329459 

$16.329459 

15.48% 

Forecast 

IB 

$15.85.%M 

Si5.853TO 

-5.67% 

_._  Actual     _^_  Forecast 

Forecast 

94 

$14.291000 

$14.291000 

-10.08% 

Forecast 

95 

$14.839000 

$14.839000 

3.83% 
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Liquor  Profits  and  Taxes 

The  Department  of  Revenue  is  authorized  to  sell  liquor 
and  wines  to  the  public  and  retail  liquor 
establishments  throughout  the  state.  These  sales 
result  in  profits  and  taxes  which  are  deposited  in 
various  state  and  local  accounts. 

Prices  established  by  the  department  include  a 
standard  mark-up,  a  16  percent  excise  tax,  and  a  10 
percent  license  tax.  The  excise  tax  is  deposited  in  the 
general  fund.  The  license  tax  is  distributed  to  the 
Department  of  Corrections  and  Human  Services  and  to 
cities,  towns,  and  counties  for  alcohol  treatment  and 
rehabilitation  programs. 

Liquor  sales  for  fiscal  1993  through  1995  are  expected 
to  increase  modestly.  This  is  a  reversal  of  the  trends 
observed  during  the  late  eighties  when  liquor 
consumption  was  down.  Even  with  an  aging 
population,  more  emphasis  on  drug  and  alcohol 
education  in  our  schools,  and  the  increased 
enforcement  of  DUI  laws  liquor  consumption  has  been 
increasing  since  fiscal  1991. 

The  deficit  reduction  package  passed  by  Congress  in 
November  1990  increased  the  federal  tax  on  alcohol  by 
8  percent.  This  change  increased  Montana's  total 
liquor  sales  revenues,  translating  into  larger  profits 


and  higher  excise  taxes.  The  1995  biennium  forecasts 
for  liquor  profits  and  excise  taxes  assume  no  further 
changes  in  federal  laws. 

Operating  expenses  of  the  Department  of  Revenue 
Liquor  Division  affect  the  transfer  of  liquor  profits  to 
the  general  fund.  It  is  estimated  that  these  expenses 
will  increase  slightly  from  the  fiscal  1993  level  of  $7.0 
million  to  $7.5  million  in  fiscal  1995. 

The  increased  profits  in  fiscal  1984,  fiscal  1987,  fiscal 
1991,  and  fiscal  1992  are  attributable  to  a  reduction  in 
the  inventory  of  goods  of  the  liquor  division.  In  fiscal 
1990,  the  department  began  a  "bailment"  program,  in 
which  private  vendors  own  the  liquor  and  wine  stocked 
in  the  state  warehouse.  The  product  becomes  state 
property  once  it  is  loaded  on  a  truck  for  shipment  to  a 
store.  The  department  pays  vendors  for  product 
purchases  every  three  weeks.  Previously,  the 
department  purchased  stock  from  liquor  vendors  and 
then  stored  it  in  the  warehouse.  This  change  resulted 
in  a  transfer  of  $3.75  million  in  one-time  revenue  to 
the  general  fund  in  fiscal  1991. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  liquor  excise  taxes  for 
the  period  September  1992  through  August  1993.  The 
revenue  collected  from  this  surtax  is  allocated  to  the 
general  fund. 
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Total 

General  Fund 

LIQUOR  PROFITS 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

10.0 

* 

71 

$5.215968 

$4.878745 

72 

6.624576 

5.950000 

21.96% 

73 

7.704053 

4.500000 

-24.37% 
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74 

7.274480 

8.675600 

92.79% 

t 

75 

7.521853 

7.738305 

-10.80% 

2    8.0 
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76 
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7.200000 

6.21% 

cm 

\  / \               I! 

80 

6.025915 

5.500887 

-23.60% 

O 

1          \  /  \                \ 

81 

6.028851 

7.499113 

3633% 

c    6.0 

.                               W      \                                        1 

82 

5.681187 

5.750000 

-23.32% 

_o 

A 1           i    \  A             i 

83 

5.010213 

4.500000 

-21.74% 

§    5.0 

/  \  1                             \  /\                   1     \ 

84 

5.408943 

5.782000 

28.49% 

'          i     \|                                       \/    \       /^             1       \ 

85 

4.340660 

4.466000 

-22.76% 

/      ■                     ■    *"*  \      1     \  y* 

86 

4.408188 

4.500000 

0.76% 

4.0 

/                                     \     1      ^^"^ 

87 

3.863635 

5.000000 

11.11% 

/                                       i__  1 

88 

3.785922 

3.633000 

-27.34% 

■                                                                        *-i 

89 

3.789483 

3.600000 

-0.91% 

3.0 

90 

4.161346 

3.500000 

-2.78% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

91 

4.002685 

7.750000 

121.43% 

Fiscal  Years 

92 

4.066057 

5.363000 

-30.80% 

Forecast 

93 

4.19MW 

4.156(500 

-21.87% 

_._  Actual     _+_  Forecast 

Forecast 

94 

4.340000 

4.340000 

3.58% 

Forecast 

95 

4.620000 

4.620000 

6.45% 

Total 

General  Fund 

LIQUOR  EXCISE  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

8.0 

71 

$5.256299 

$4.197793 

72 

5.832888 

4.652984 

10.84% 

73 

6.285037 

5.022561 

7.94% 

74 

7.054522 

5.730242 

14.09% 

7.0 

r                         f[ 

75 

7.383326 

5.625391 

-1.83% 

n 

/\                                t\f 

76 

7.744188 

5.900333 

4.89% 

eO 

A  \   v*  **-»                   /  * 

77 

8.251359 

6.286748 

6.55% 

§6.0 

/       \  /        \                / 

78 

10.528892 

6.459007 

174% 

r           \l             ^~*               J 

79 

11.406432 

7.022137 

8.72% 

<*- 

o 

f"*                     ^y      / 

80 

9.367704 

5.764741 

-17.91% 

/                             v-*~^^ 

81 

10.300261 

6.340958 

10.00% 

c 

O  5.0 

/ 

82 
83 

10.675236 
10.655421 

6.572066 
6.559727 

3.64% 
-0.19% 

3 

/ 

84 

10.422641 

6.415784 

-119% 

2 

J 

85 

9.642852 

5.935058 

-7.49% 

4.0 

A 

86 

9.482576 

5.836884 

-1.65% 

y 

87 

9.079530 

5.589174 

-4.24% 

■ 

88 

8.646707 

5.322934 

-4.76% 

89 

8.813624 

5.413769 

1.89% 

30 

1    '    1    ■    ' '    ■ .1.1.1.1.1 

90 

8.814424 

5.428076 

0.08% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

91 

9.361042 

5.759437 

6.10% 

Fiscal  Years 

92 

9.946010 

6.121351 

6.30% 

Forecast 

93 

10.6467JM 

6.720000 

0.7o% 

_._  Actual     _^  Forecast 

Forecast 

94 

10.617000 

6.533000 

-178% 

Forecast 

95 

11.087000 

6.813000 

4.44% 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Inheritance  Tax 

The  inheritance  tax  is  imposed  on  the  transfer  of  any 
decedent's  property,  interest  in  property,  or  income 
from  property  within  the  state  to  any  other  person  or 
corporation  except  a  surviving  spouse,  or  governmental 
or  charitable  organization.  The  tax  rate  varies  from  0 
to  32  percent  depending  on  the  size  of  the  estate  and 
the  relationship  of  the  decedent  to  the  beneficiary. 


All  revenue  collected  from  the  inheritance  tax  is 
deposited  in  the  general  fund. 

Since  1980,  revenues  from  inheritance  taxes  have 
fluctuated  because  of  federal  and  state  law  changes, 
accounting  procedures,  and  the  processing  of  several 
large  estates.  The  forecasts  for  fiscal  1993  through 
1995  assume  that  collections  will  be  approximately 
$10.3  million  per  year. 


Total 

General  Fund 

INHERITANCE  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

110 

1 

71 
72 

$3.645252 
4.233991 

$3.645252 
4.233991 

16.15% 

110 

f\ 

73 

4.457188 

4.457188 

5.27% 

/  V-*^4 

74 

5.659992 

5.659992 

26.99% 

10.0 

■      / 

75 

5.395136 

5.395236 

-4.68% 

(■ 

A    / 

76 

6.180106 

6.180106 

14.55% 

1— 

9.0 

/     r^ 

77 

6.483191 

6.483191 

4.90% 

(8 

1 

78 

6.312432 

6.312432 

-2.63% 

n                A    1 

79 

6.490196 

6.490196 

182% 

vw 

8.0 

\             m  \  / 

80 

8.537242 

8.537242 

31.54% 

o 

/  \   A       /      ■ 

81 

6.195069 

6.195069 

-27.43% 

C 

M) 

\     \     1 

82 

7.680529 

7.680529 

13.98% 

,o 

,*^-«   y  l  / 

83 

6.398489 

6.398489 

-16.69% 

sa 

6.0 

/ 

84 

5.960471 

5.960471 

-6.85% 

§ 

T* 

85 

7.656622 

7.656622 

28.46% 

5.0 

I 

86 

8.364764 

8.364764 

9.25% 

1 

87 

7.212092 

7.212092 

-13.78% 

40 

-s\  f 

88 

8.745457 

8.745457 

21.26% 

M 

89 

10.091548 

10.091548 

15.39% 

3.0 

90 
91 

9.049129 
9.339854 

9.049129 
9.339854 

-10.33% 
3.21% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

11.338204 

11.338204 

21.40% 

forecast 

55 

io.4M>W 

io.4S4<TO 

-7.55% 

m  Actual     _^_  Forecast 

Forecast 

94 

10.405000 

10.405000 

-0.75% 

Forecast 

95 

10.679000 

10.679000 

163% 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Metal  Mines  Tax 

The  metalliferous  mines  license  tax  is  imposed  on  the 
production  of  metals,  gems  or  stones  in  the  state.  The 
tax  rate  is  applied  to  the  gross  value  of  the  product, 
which  is  defined  as  the  market  value  of  the  commodity 
multiplied  by  the  quantity  produced. 

For  tax  years  beginning  after  December  31,  1988,  the 
tax  rate  is  as  follows: 

For  concentrates  shipped  to  a  smelter,  mill,  or 
reduction  work: 


Gross  Value 


Rate 


$0-$250,000  Exempt 

$250,001  and  Above       1.8% 

For  gold,  silver,  or  any  platinum  group  metal  that  is 
dore,  bullion,  or  matte  and  that  is  shipped  to  a 
refinery: 


Gross  Value 


Rate 


Historically,  the  metal  mines  tax  has  been  deposited  in 
the  general  fund.  Beginning  in  fiscal  1986,  one-third 
of  the  receipts  were  deposited  in  a  hard-rock  mining 
trust  account.  The  distribution  for  collections  for  tax 
years  beginning  after  December  31,  1988  is:  1)  58 
percent  to  the  general  fund;  2)  1.5  percent  to  the  hard- 
rock  mining  impact  trust  account;  3)  15.5  percent  to 
the  resource  indemnity  tax  trust  fund;  and  4)  25 
percent  to  the  county  in  which  the  mine  is  located. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  all  production  during 
calendar  1992.  The  collections  from  this  surtax  are 
allocated  100  percent  to  the  general  fund. 

Metal  prices,  metal  production,  and  the  effective  tax 
rate  are  the  major  factors  that  determine  the  level  of 
metal  mines  tax  receipts.  Prices  for  gold,  silver, 
copper,  lead,  zinc,  molybdenum,  palladium,  and 
platinum  are  expected  to  remain  relatively  constant 
during  the  forecast  period.  Based  on  information  from 
the  major  metal  producers  in  the  state,  production 
levels  for  these  minerals  are  expected  to  increase 
slightly  throughout  the  forecast  period. 


$0-$250,000  Exempt 

$250,001  and  Above       1.6% 


Summary  105 


GENERAL  FUND  REVENUES  BY  COMPONENT 


Total 

General  Fund 

METAL  MIKES  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

5.0 

71 

$1.976202 

$1.976202 

72 

1.313736 

1.313736 

-33.52% 

K 

73 

1.828501 

1.828501 

39.18% 

f\    /  \  A 

74 

2.239654 

2.239654 

22.49% 

4.0 

\l     tt\ 

75 

3.099368 

3.099368 

38.39% 

V) 

/  *         V* 

76 

1.845076 

1.845076 

-40.47% 

J2 

/ 

77 

1177777 

1177777 

18.03% 

§3.0 

/ 

78 

1.978993 

1.978993 

-9.13% 

A                         T 

79 

1.544518 

1.544518 

-21.95% 

<*- 

/\                 i       / 

80 

1516820 

1516820 

6195% 

o 

OB 

/   \             J!           A         / 

81 

1.564569 

1.564569 

-37.84% 

/     \  A^    /\         /  V       / 

82 

1.861208 

1.861208 

18.96% 

O  2.0 

A   *      ■\/\a/\     / 

83 

1.542061 

1.542061 

-17.15% 

J  \  f                    m      •     »       \      / 

84 

2.630135 

1630135 

70.56% 

1 

/     V                                    \   J 

85 

1.977324 

1.977324 

-24.82% 

1.0 

/                                                   r^ 

86 

1.479993 

0.989852 

-49.94% 

"  / 

87 

1.756121 

1.211030 

2134% 

88 

4.248913 

1961778 

144.57% 

89 

6.355005 

4.257531 

43.75% 

0.0 

i   .    i   .   i   .    i   .    i   .   i   .    i   .   i    .   i   .    i       i   .   i   ,    i   .   i 

90 
91 

6.306356 
7.855130 

3.664579 
4.638654 

-13.93% 
26.58% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

6.595466 

3.965609 

-14.51% 

Forecast 

98 

6.755000 

4.i7Mi 

5.20% 

.^Actual     ^_  Forecast 

Forecast 

94 

6.079000 

3.526000 

-15.48% 

Forecast 

95 

6.365000 

3.692000 

4.71% 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Electrical  Energy  Tax 

The  electrical  energy  tax  is  imposed  on  each  person  or 
organization  engaged  in  generating,  manufacturing,  or 
producing  electrical  energy  in  Montana.  The  tax  of 
$.0002  per  kilowatt-hour  is  levied  against  all  electrical 
energy  produced  within  the  state.  A  deduction  is 
allowed  for  "actual  and  necessary"  energy  used  by  the 
plant  for  the  production  of  the  energy.  All  receipts  are 
deposited  in  the  general  fund. 

Total  electricity  production  in  Montana  is  projected  to 
increase  slightly  during  the  1995  biennium.  These 
assumptions  are  based  on  production  estimates 
supplied  by  the  major  producers. 

Electrical  energy  taxes  may  be  reduced  by  an  interest 
differential  credit  claimed  by  the  producers.  This 
credit  is  determined  by  the  difference  between  the 


actual  interest  received  on  energy  conservation  loans 
and  the  average  interest  rate  for  home  improvement 
loans.  These  credits  are  expected  to  reduce  revenues 
by  approximately  $0.3  million  per  year. 

All  the  collections  from  this  tax  are  deposited  in  the 
general  fund. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  all  tax  liabilities  from 
this  source  for  calendar  quarters  beginning  after  June 
30,  1992,  and  before  July  1,  1993.  Collections  from 
this  surtax  will  also  be  deposited  in  the  general  fund. 

Fiscal  1992  collections  are  $0.8  million  higher  than 
previous  years,  due  to  an  executive  change  in  accrual 
methods.  Beginning  in  fiscal  1992,  a  "full"  accrual 
method  replaced  the  "modified"  accrual  method 
previously  used. 


Total 

CJeneral  bund 

ELECTRICAL  ENERGY  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

6.0 

General  Fund  Receipts 

71 

$0.717378 

$0.717378 

72 

0.756795 

0.756795 

5.49% 

73 

0.805716 

0.805716 

6.46% 

5.0 

- 

74 

0.992950 

0.992950 

13.24% 

A 

75 

0.946504 

0.946504 

-4.68% 

M 

/  \ 

76 

0.907698 

0.907698 

-4.10% 

=3  4.0 

■   /       x^ 

77 

1.082858 

1.082858 

1930% 

a 

/ 

78 

1.850994 

1.850994 

70.94% 

/ 

79 

1523707 

1513707 

36.34% 

Vh-I 

O  3.0 

(A 

/ 

80 
81 

1060960 
1.367959 

1060960 
1.367959 

-18.34% 
-33.63% 

c 

■                         <l 

82 

1.753173 

1.753173 

28.16% 

•a  <,n 

f\              l*^ 

83 

1.546157 

1.546157 

-11.81% 

3  2-0 

/      \          / 

84 

2.413172 

1413172 

56.08% 

T     \f^l 

85 

1361855 

1361855 

-113% 

1 

86 

1530403 

1530403 

7.14% 

1.0 

_/*-*-"■ 

87 

1991861 

1991861 

18.24% 

*-*~*~"^ 

88 

3.311082 

3.311082 

10.67% 

89 

3.815964 

3.815964 

15.25% 

0.0 

90 

4.100543 

4100543 

7  46% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

91 

3.906194 

3.906194 

-4.74% 

Fiscal  Years 

92 

4.937510 

4.937510 

26.40% 

.Forecast 

93" 

4.255000 

4.255000 

-1.1.52% 

_».  Actual      ^_  Forecast 

Forecast 

94 

3.994000 

3.994000 

-6.13% 

Forecast 

95 

4.021000 

4.021000 

0.68% 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Drivers'  License  Fees 

A  resident  of  Montana  must  have  a  valid  driver's 
license  to  operate  a  motor  vehicle  on  any  highway  in 
the  state.  A  driver's  license  is  issued  only  if  the 
applicant  passes  specified  examinations  and  pays  a  fee. 
The  fees  are  collected  by  motor  vehicle  division  staff  or 
county  treasurers  and  are  forwarded  to  the  state 
treasurer  for  deposit.  Of  the  fees  collected,  53.75 
percent  go  to  the  general  fund,  17.50  percent  to  the 
traffic  safety  and  education  account,  25  percent  to  the 
highway  patrol  retirement  account,  and  3.75  percent  to 
counties  or  the  Department  of  Justice,  depending  on 
who  collects  the  fee. 

Drivers'  license  fees  are  influenced  by  Montana 
population  growth  in  the  age  cohort  16  years  and  older. 
It  is  estimated  that  the  number  of  people  in  this  group 
will  increase  by  approximately  0.33  percent  per  year. 
Based  on  this  growth  rate,  receipts  are  expected  to 
increase  in  fiscal  1994  and  fiscal  1995.  The  increase  in 


fiscal  1990  receipts  is  due  to  commercial  vehicle 
operator's  endorsement  fees  being  deposited  to  the 
general  fund. 

Also  included  in  this  component  of  revenue  prior  to 
fiscal  1992  are  motorcycle  endorsement  fees  and 
duplicate  driver's  license  fees. 

The  1991  legislature  increased  fees  for  regular  driver's 
licenses  and  commercial  vehicle  operator  endorsements. 
Annual  regular  driver's  license  fees  increased  from  $3 
per  year  to  $4  per  year,  and  annual  commercial  vehicle 
operator  endorsements  increased  by  $2.00  per  year.  In 
addition,  the  bill  altered  the  distribution  of  these  fees, 
increasing  the  general  fund  allocation.  The  increased 
revenues  were  appropriated  to  the  Department  of 
Justice  to  hire  20.2  new  FTE  for  drivers'  examination 
express  stations. 

Fiscal  1992  collections  are  slightly  higher  than 
previous  years,  due  to  an  executive  decision  to  change 
from  a  "modified"  to  a  "full"  accrual  method. 


Total 

General  Fund 

DRIVERS'  LICENSE  FEES 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

2.0 

General  Fund  Receipts 

71 
72 

_A~A 

73 

$1.107303 

$1.037772 

p*r 

74 

0.907824 

0.851094 

-17.99% 

/ 

75 

1.082272 

1.024492 

20.37% 

«  1-5 

I 

76 

0.907824 

0.851094 

-16.93% 

cd 

/ 

77 

1.082272 

1.024492 

20.37% 

a 

1 

78 

0.572576 

0.516664 

-49.57% 

^*-~*~-%                                     \ 

79 

0.669181 

0.609501 

17.97% 

U-i 

1             X                                   1 

80 

1.174732 

1.111813 

82.41% 

O   1.0 

'  \  /\         1             \                                 I 

81 

1.237413 

1.171820 

5.40% 

c 

■    \        /                ^»-                   _/*~~^ 

82 

1.302032 

1.189350 

1.50% 

o 

\       /                    """■  ■  ■  ■  *-■ 

83 

1.270064 

1.163647 

-2.16% 

2  0.5 

\     / 

84 

1.376728 

0.916606 

-21.23% 

W* 

85 

1.427548 

0.816365 

-10.94% 

86 

1.328563 

0.799616 

-2.05% 

87 

1.320716 

0.803983 

0.55% 

88 

1.960814 

0.796349 

-0.95% 

89 

1.971861 

0.802900 

0.82% 

0.0 

90 
91 

1.939289 
1.934339 

0.790325 
0.788321 

-1.57% 
-0.25% 

73     75     77     79     81     83     85     87     89     91     93     95 

Fiscal  Years 

92 

2.065777 

0.862954 

9.47% 

forecast 

M 

liiSOOO 

o.5S5«lo 

135% 

_^  Actual     _*_  Forecast 

Forecast 

94 

3.092000 

1.776000 

101.13% 

Forecast 

95 

3.053000 

1.722000 

-3.04% 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Telephone  License  Tax 

The  telephone  company  license  tax  is  levied  on  the 
gross  income  earned  by  any  telephone  business  within 
the  state,  including  the  transmission  of  telephone 
messages  by  line  or  by  microwave  equipment.  An 
exemption  is  allowed  for  the  first  $250  of  gross  income 
earned  each  quarter.  The  current  tax  rate  of  1.8 
percent  is  applied  to  the  adjusted  gross  income  level. 
All  collections  are  deposited  in  the  general  fund. 

During  the  1991  regular  session,  Senate  Bill  462 
amended  this  tax  from  1.725  percent  to  1.8  percent  of 
gross  income.  Gross  income  was  redefined  to  exclude 
the  sale  of  services  between  telephone  companies  and 
customer  access  line  charges. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  telephone  company 
license  tax  liabilities  incurred  for   calendar   quarters 


beginning  after  June  30,  1992,  and  before  July  1,  1993. 
Collections  from  this  surtax  are  also  deposited  in  the 
general  fund. 

"One-time"  revenue  of  $1.0  million  was  received  in 
fiscal  1992,  due  to  an  executive  decision  to  change  from 
a  "modified"  to  a  "full"  accrual  accounting  method. 

Telephone  license  tax  revenues  are  forecast  using  the 
anticipated  level  of  telephone  companies  gross  income. 
Gross  income  is  dependent  on  the  quantity  of  services 
provided  and  the  price  of  the  services  offered.  As  the 
employment  base  of  the  state  grows  and  the  business 
economy  expands,  the  demand  for  these  type  of 
services  increases. 

Revenue  forecasts  for  the  telephone  license  tax  are 
based  on  modest  employment  growth  and  a  slight 
economic  expansion  for  businesses.  These  assumptions 
equate  to  approximately  a  2.2  percent  annual  growth 
in  taxable  income. 


Total 

General  Fund 

F 

Collections 

Collections 

Percent 

TELEPHONE  LICENSE  TAX 

Y 

Millions 

Millions 

Change 

General  Fund  Receipts 

6.0 

71 

$0.753389 
0.792593 

$0.753389 
0.792593 

72 

5.20% 

73 

0.879057 

0.879057 

10.91% 

50 

74 

0.970774 

0.970774 

10.43% 

A 

75 

1.060939 

1.060939 

9.29% 

H 

/  \ 

76 

1.137010 

1.137010 

7.17% 

a  4.0 
ft 

/   ^*-* 

77 

1.243602 

1.243602 

937% 

_^« 

78 

1398137 

1398137 

1143% 

m~^* 

79 

1.634245 

1.634245 

16.89% 

(M 

/ 

80 

1.783776 

1.783776 

9.15% 

O  3.0 

/ 

81 

2.039383 

2.039383 

14.33% 

c 

J 

82 

1167815 

2.167815 

6.30% 

.o 

f 

83 

2.463670 

1463670 

13.65% 

5  2.0 

y» 

84 

1521905 

1521905 

236% 

S 

jr-* 

85 

2.931732 

1931732 

16.25% 

j* 

86 

3.243935 

3.243935 

10.65% 

1.0 

■r*r*^ 

87 

3.546256 

3.546256 

932% 

_*-*"""*"^ 

88 

3.450499 

3.450499 

-170% 

89 

3.580073 

3.580073 

3.76% 

0.0 

90 
91 

3.760038 
3.899657 

3.760038 
3.899657 

5.03% 
3.71% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

4.983796 

4.983796 

27.80% 

Forecast 

93" 

4.222™ 

4.222000 

-15.29% 

_^  Actual     _+.  Forecast 

Forecast 

94 

4.003000 

4.003000 

-5.19% 

Forecast 

95 

4.091000 

4.091000 

120% 

Summary  109 


GENERAL  FUND  REVENUES  BY  COMPONENT 


Beer  License  Tax 

A  tax  of  $4.30  is  levied  on  each  barrel  of  beer  produced 
in  or  imported  into  Montana.  Currently,  41.86  percent 
of  the  receipts  are  distributed  to  the  general  fund, 
34.88  percent  to  the  Department  of  Corrections  and 
Human  Services  alcoholism  account,  and  23.26  percent 
to  cities  and  towns. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  beer  tax  liabilities  for 
one  year  (September  1992  through  August  1993). 
Collections  from  this  surtax  are  also  deposited  in  the 
general  fund. 


"One-time"  general  fund  revenues  of  $0.1  million  were 
collected  in  fiscal  1992,  due  to  an  executive  decision  to 
change  from  a  "modified"  to  a  "full"  accrual  accounting 
method. 

Beer  consumption  on  a  per  capita  basis  declined  in 
fiscal  1987  through  1989.  However,  in  fiscal  1990 
through  1992,  per  capita  consumption  increased, 
reversing  a  nine-year  declining  trend.  Consumption  is 
anticipated  to  increase  at  approximately  2.5  percent 
per  year  in  the  1995  biennium. 


Total 

General  Fund 

BEER  LICENSE  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

1.8 

1 

71 

$1.627198 
1.797406 

$0.813599 
0.898703 

72 

10.46% 

1.7 

73 

1.847566 

0.913783 

179% 

16 

A 

74 

1.917612 

0.958806 

3.79% 

A 

75 

1121039 

1.092109 

13.90% 

„  1-5 

J  \ 

76 

2.250211 

1.215114 

11.26% 

=3  1-4 
(3  13 

/     *""* 

77 

1454724 

1.325551 

9.09% 

/ 

78 

3.056366 

1.185362 

-10.58% 

A                   n        -■ 

79 

3.203812 

1.201430 

1.36% 

tM 

/  \     »*■»«_  r~^~m-*~*r^ 

80 

3.244011 

1.216504 

1.25% 

O   1.2 

f  *"*"*    ^^V 

81 

3.249022 

1.218383 

0.15% 

§1.1 

/ 

82 

3.279701 

1.229888 

0.94% 

t 

83 

3.295482 

1.135805 

0.48% 

a  l-° 

j 

84 

3.211297 

1.204136 

-155% 

s 

jtf* 

85 

3.083163 

1.156186 

-3.99% 

0.9 

p 

86 

3.105743 

1.287765 

11.38% 

0.8 

d 

87 

3.060956 

1.281316 

-0.50% 

J 

88 

1997014 

1.254564 

-109% 

0.7 

-w-* 

89 

3.000273 

1.255928 

0.11% 

0.6 

90 
91 

3.028992 
3.089077 

1.267950 
1.293102 

0.96% 
1.98% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

3.470874 

1.452896 

1136% 

Forecast 

93 

.1.54^Wi 

i.6l2l(W() 

11.57% 

^Actual      ^.Forecast                                  Forecast 

94 

3.397000 

1.422000 

-12.28% 

Forecast 

95 

3.486000 

1.459000 

160% 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Natural  Gas  Severance  Tax 


A  natural  gas  severance  tax  is  imposed  on  the 
production  of  natural  gas  in  Montana.  The  tax  rate  of 
2.65  percent  is  applied  to  the  total  gross  value  of 
natural  gas  produced  from  each  lease  or  unit.  All 
receipts  are  deposited  in  the  general  fund. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  all  tax  liabilities  from 
this  source  for  production  that  occurred  during  fiscal 
1993.  Collections  from  this  surtax  will  also  be 
deposited  in  the  general  fund. 

"One-time"  general  fund  revenue  of  $.28  million  was 
collected  in  fiscal  1992,  due  to  an  executive  change  in 
accrual  methods.  Beginning  in  fiscal  1992,  a  "full" 
accrual  method  replaced  the  "modified"  accrual  method 
previously  used. 


Natural  gas  production  has  declined  since  calendar 
1979,  but  this  trend  reversed  in  calendar  1988  and 

1989.  Total  production  is  expected  to  increase  at  less 
than  two  percent  per  year  throughout  the  forecast 
period. 

Average  natural  gas  well-head  prices  are  expected  to 
increase  in  calendar  1993  through  1995. 

The  decrease  in  collections  beginning  in  fiscal  1988 
resulted  from  legislation  passed  in  1987  that:  1) 
exempted  from  taxation  the  first  30,000  cubic  feet  of 
average  daily  production  from  stripper  wells;  2) 
reduced  the  tax  rate  on  the  remaining  production  from 
stripper  wells;  and  3)  exempted  from  taxation  all  new 
production  for  the  first  24  months  of  production.  The 
tax  exemption  for  new  production  ended  in  August 

1990,  when  the  price  of  oil  reached  $25  per  barrel. 


Total 

(jeneral  Fund 

NATURAL  GAS  SEVERANCE  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

3.5 

71 

$0.418475 

$0.418475 

72 

0.410554 

0.410554 

-1.89% 

73 

0.412667 

0.412667 

0.51% 

3.0 

/*-* 

74 

0.406911 

0.406911 

-1.39% 

p     \ 

75 

0.403359 

0.403359 

-0.87% 

E  15 

TO 

J      \ 

76 

0.445640 

0.445640 

10.48% 

/            1 

77 

0.527496 

0.527496 

18.37% 

Q  2.0 

/             \ 

78 

0.923601 

0.913601 

75.09% 

/              \ 

79 

1.151104 

1.151104 

24.63% 

<4-i 

o 

I               \ 

80 

1.264024 

1.264024 

9.81% 

/               \A 

81 

2.115399 

1.881292 

48.83% 

§  15 

1                ■  \ 

82 

1658600 

1474811 

31.55% 

1                    \  f*^^. 

83 

1731818 

1525059 

103% 

S  1.0 

/                        \i 

84 

2.974924 

1797996 

10.81% 

■                     J 

85 

3.455040 

1945778 

5.28% 

T 

86 

2.995576 

1890666 

-1.87% 

0.5 

2 

87 
88 

1599380 
1.499755 

1492465 
1.491513 

-13.78% 
-40.16% 

B-«-  ■    ■    ■    ■    ■ 

89 

1.724735 

1.724735 

15.64% 

0.0 

90 

1.057510 

1.057277 

-38.70% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

91 

11.310613 

1.277368 

20.82% 

Fiscal  Years 

92 

8.142896 

1.395778 

9.27% 

Forecast 

D3 

7.227000 

\ssssms 

-8.(58% 

_^  Actual     _tr  Forecast 

Forecast 

94 

7.292000 

1.249000 

-165% 

Forecast 

95 

6.464000 

1.264000 

1.20% 

Summary  111 


GENERAL  FUND  REVENUES  BY  COMPONENT 


Freight  Line  Tax 


Prior  to  1991,  the  freight  line  company  tax  was 
assessed  on  the  gross  earnings  of  every  railroad  freight 
line  company  operating  in  Montana.  Freight  line 
companies  are  defined  as  companies  operating  or 
leasing  railroad  freight  cars  but  not  owning  the  rails 
over  which  the  cars  travel.  The  tax  rate  of  5.50 
percent  was  applied  to  the  gross  earnings  derived  from 
business  during  the  calendar  year.  All  collections  from 
this  tax  were  deposited  in  the  general  fund. 

During  the  July  1992  special  session,  the  legislature 
enacted  House  Bill  24  (HB  24),  which  repealed  the 
freight  line  company  tax  retroactive  to  tax  years  after 
December  31,  1990.  Revenue  from  the  tax  which  was 
received  for  tax  years  after  this  date  will  be  returned 
to  the  companies  which  paid  the  tax. 


House  Bill  24  placed  all  property  of  a  railroad  car 
company  in  property  class  twelve,  beginning  in 
January  1,  1991.  Class  twelve  property  subject  to 
taxation  is  defined  in  the  Railroad  Revitalization  and 
Regulatory  Reform  Act  of  1976.  The  tax  rate  for  class 
twelve  property  is  the  lesser  of  12  percent  or  the 
average  tax  rate  for  commercial  and  industrial 
property.  Railroad  car  companies,  which  operate  in 
several  states,  will  pay  taxes  on  the  portion  of  the 
property  allocated  to  Montana,  based  on  the  ratio  of 
the  car  miles  traveled  within  Montana  to  the  total 
number  of  car  miles  traveled  in  all  states. 

The  revenue  from  this  tax  will  be  deposited  in  the 
general  fund.  The  estimated  revenue  collections  from 
this  new  treatment  of  railroad  car  property  is  currently 
unknown  and  will  need  to  be  developed  as  the  1993 
Legislature  proceeds. 


Total 

General  Fund 

FREIGHT  LINE  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

General  Fund  Receipts 

10 

71 

$0.293303 

$0.293303 

72 

0.343828 

0.343828 

17.23% 

73 

0.391288 

0.391288 

13.80% 

74 

0.371123 

0.371123 

-5.15% 

75 

0.402583 

0.402583 

8.48% 

*   1-5 

76 

0.416321 

0.416321 

3.41% 

CO 

_/*\^a 

77 

0.568326 

0.568326 

36.51% 

J           V             A"! 

78 

0.582638 

0.582638 

252% 

/            ^*""sv*    1 

79 

0.675790 

0.675790 

15.99% 

(M 

/ 

80 

0.956356 

0.956356 

41.52% 

O   1.0 

■                                       1 

81 

1.200093 

1.200093 

25.49% 

c 

J                                      1 

82 

1.344761 

1.344761 

1205% 

o 

/ 

83 

1.432164 

1.432164 

6.50% 

.-a 
S  0.5 

/* 

84 

1.334111 

1.334111 

-6.85% 

f 

85 

1.379418 

1.379418 

3.40% 

J 

86 

1.195066 

1.195066 

-13.36% 

_^*M~mr*                                                      I 

87 

1.212219 

1.212219 

1.44% 

wr*~                                                                        i 

88 

1.229618 

1.229618 

1.44% 

I 

89 

1.125739 

1.125739 

-8.45% 

0.0 

90 
91 

1.166312 
1.297794 

1.166312 
1.297794 

3.60% 
11.27% 

69    71    73    75    77    79    81    83    85    87    89    91    93    95 

Fiscal  Years 

92 

1.272134 

1.272134 

-1.98% 

Forecast 

<8 

0.000000 

0.000000 

-100.00% 

_^_  Actual     _^_  Forecast 

Forecast 

94 

0.000000 

0.000000 

ERR 

Forecast 

95 

0.000000 

0.000000 

ERR 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Wine  Tax 

A  wine  tax  is  levied  on  table  wines  imported  into 
Montana  by  wine  distributors  or  the  Department  of 
Revenue.  The  $0.27  per  liter  tax  is  distributed  in  the 
following  manner:  59.26  percent  to  the  general  fund; 
30.89  percent  to  the  Department  of  Corrections  and 
Human  Services  alcoholism  account;  9.85  percent  to 
counties  and  cities. 

Since  wine  taxes  are  not  based  on  the  value  of  the 
commodity,  revenues  are  a  function  of  consumption. 
Montana's  per  capita  consumption  declined  by  2.6 
percent  in  fiscal  1990,  4.9  percent  in  fiscal  1991,  and 


increased  1.0  percent  in  fiscal  1992.  Total  revenues  for 
fiscal  1993  through  1995  are  expected  to  decline 
further  but  at  a  slower  rate. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  all  tax  liabilities  from 
this  source  for  one  year  (September  1992  through 
August  1993).  Collections  from  this  surtax  will  also  be 
deposited  in  the  general  fund. 

Fiscal  1992  collections  increased  slightly,  due  to  an 
executive  change  in  accrual  methods.  Beginning  in 
fiscal  1992,  a  "full"  accrual  method  replaced  the 
"modified"  accrual  method  previously  used. 


Total 

General  Fund 

WINE  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

1.4 

General  Fund  Receipts 

71 

72 

1.3 

-\ 

73 
74 
75 

„  1.2 

-  \ 

76 

ft 

\ 

77 

1" 

-   \ 

78 
79 

CM 

o  i.o 

\ 

80 

$1.595441 

$1.312406 

\                         /--V 

81 

1.129641 

0.931611 

-29.02% 

c 
•2  0.9 

1                               /*^^m 

82 

0.888715 

0.715246 

-23.22% 

\           f — " —                      ^\                          y\ 

83 

1.119855 

0.895884 

25.26% 

08 

\        I                                     ^*\.           J*\> 

84 

1.131132 

0.904905 

1.01% 

\     /                                              ^*v^«//'^           \_ 

85 

1.132060 

0.905648 

0.08% 

\    / 

86 

1.558356 

0.946287 

4.49% 

y 

87 

1.657783 

0.982402 

3.82% 

0.7 

88 

1.569139 

0.929861 

-5.35% 

89 

1.453980 

0.861618 

-7.34% 

06 

III II 

90 

1.404764 

0.832453 

-3.38% 

80  81  82  83  84  85  86  87  88  89  90  91  92  93  94  95 

91 

1.346598 

0.805117 

-3.28% 

Fiscal  Years 

92 

1.433011 

0.853172 

5.97% 

Forecast 

03 

1.445000 

hwim 

5.14% 

_._  Actual     _^_  Forecast 

Forecast 

94 

1.347000 

0.798000 

-11.04% 

Forecast 

95 

1.356000 

0.804000 

0.75% 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Video  Gaming  Net  Income  Tax 

The  Department  of  Justice  is  authorized  to  collect  a  15 
percent  tax  on  the  net  income  of  each  licensed  video 
gambling  machine.  One-third  of  the  collections  is 
deposited  in  the  general  fund,  with  the  remainder 
distributed  to  the  incorporated  cities  and  towns  or 
counties  in  which  the  licensed  machines  are  located. 

During  the  July  1992  special  session,  the  legislature 
imposed  a  7  percent  surtax  on  all  tax  liabilities  from 
this  source  for  calendar  quarters  beginning  after  June 
30,  1992  and  before  July  1,  1993.  Total  collections 
from  this  surtax  will  be  deposited  in  the  general  fund. 

Fiscal  1992  collections  are  higher  than  previous  years, 
due  to  an  executive  change  in  accrual  methods. 
Beginning  in  fiscal    1992,  a   "full"   accrual   method 


replaced   the   "modified" 
used. 


accrual   method   previously 


Video  gaming  revenues  have  been  one  of  the  fastest 
growing  general  fund  revenue  sources.  This  growth  is 
expected  to  continue  throughout  the  forecast  period  but 
at  a  declining  rate. 

This  assumption  is  based  on  a  limited  population  base 
and  modest  disposable  income  growth.  In  addition,  the 
department  collects  $200  for  each  video  gambling 
machine  permit,  $100  to  be  retained  by  the  department 
for  administrative  purposes,  and  $100  to  be  returned 
to  the  local  government  jurisdiction  in  which  the 
machine  is  located.  An  annual  license  fee  of  $1,000  is 
also  charged  to  manufacturers-distributors  of  video 
gambling  machines. 


Total 

General  Fund 

VIDEO  GAMING  NET  INCOME  TAX 

F 
Y 

Collections 
Millions 

Collections 
Millions 

Percent 
Change 

1?  0 

General  Fund  Receipts 

71 
72 

11.0 

73 

10.0 

74 

75 

52    9.0 

. 

76 

« 

77 

|8.0 

- 

78 

79 

£    7.0 

80 

O 

S    6.0 

- 

81 

82 

|    5.0 

83 

84 

S    4.0 

- 

85 
86 

$3.497502 

$1.107659 

3.0 

- 

87 

4.787747 

1.516279 

36.89% 

10 

- 

88 
89 

7.683505 
11748094 

2.561170 
4.249364 

68.91% 
65.91% 

1.0 

90 
91 

16.000463 
19.547408 

5.302840 
6.551179 

24.79% 
23.54% 

86 

87       88       89       90      91       92       93      94       95 

Fiscal  Years 

92 

29.653239 

9.875213 

50.74% 

Forecast 

93 

i^iim 

11.019000 

11.58% 

_^  Actual     .^Forecast 

Forecast 

94 

30.106000 

10.035000 

-8.93% 

Forecast 

95 

32.411000 

10.804000 

7.66% 
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GENERAL  FUND  REVENUES  BY  COMPONENT 


Motor  Vehicle  Account 

With  the  enactment  of  House  Bill  744,  the  1989 
legislature  eliminated  the  state  special  revenue  motor 
vehicle  recording  account  and  required  all  receipts  be 
deposited  in  the  general  fund.  Effective  July  1,  1989, 
the  fund  balance  and  all  of  the  following  fees  collected 
by  the  Department  of  Justice  are  deposited  in  the 
general  fund: 

1)  $4  of  the  $6  motorboat  or  sailboat  certificate  of 
ownership  or  transfer  of  ownership  fee;  2)  $2  of  the  $3 
snowmobile  certificate  of  ownership  fee;  3)  the  $0.50 
snowmobile  registration  fee;  4)  all  money  collected  from 
snowmobile  dealer  registration  and  renewal 
registration  fees;  5)  all  money  collected  from  the  filing 
of  security  interests  or  other  liens  against  motor 


vehicles  and  recreation  vehicles;  6)  the  $6  certificate  of 
ownership  fee;  7)  $3  additional  registration  fee  for  the 
registration  of  public-owned  vehicles  exempt  from 
license  or  registration  fees;  8)  the  $20  personalized 
license  plate  fee,  the  $10  special  license  plate  fee  for 
military  veterans,  and  the  $5  renewal  or  transfer  fee; 
9)  the  $1  fee  for  the  motor  vehicle  computer  fee;  10)  all 
fees  for  handicapped  display  cards;  11)  $3.50  of  the  $5 
fee  for  certificate  of  ownership  of  an  off-highway 
vehicle;  and  12)  the  $30  fee  for  the  licensing  of 
wholesaler  motor  vehicle  operations. 

Fiscal  1992  revenue  collections  are  higher  due  to  the 
executive  decision  to  change  from  a  "modified"  to  "full" 
accrual  accounting  system.  This  resulted  in  a  one-time 
increase  in  revenue  of  $.75  million  in  the  motor  vehicle 
account  in  fiscal  1992. 
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Vehicle  Tax 

Motor  vehicles  are  assessed  for  taxes  on  the  first  day 
of  the  registration  period.  The  assessment  is  based  on 
the  average  trade-in  or  wholesale  value  as  of  January 
1.  The  National  Automobile  Dealers  Association 
(NADA)  Official  Used  Car  Guide,  the  National  Edition 
of  NADA  Appraisal  Guides  Official  Older  Used  Car 
Guide,  or  the  retail  value  of  the  vehicle  as  determined 
by  the  county  assessor  is  used  for  this  purpose. 

If  the  value  shown  in  any  of  the  appraisal  guides  is 
less  than  $500,  the  value  of  the  vehicle  is  set  at  $500. 
The  amount  of  tax  due  is  based  on  2  percent  of  the 
assessed  value. 


The  statewide  value  of  vehicles  is  forecast  to  increase 
approximately  4  percent  per  year.  This  rate  includes 
the  value  of  the  vehicle  plus  the  growth  in  the  number 
of  vehicles. 

Seven  percent  of  these  taxes  is  remitted  to  the  state 
general  fund  for  purposes  of  funding  district  court 
expenses.  The  remainder  is  distributed  based  on  the 
relative  proportions  of  mill  levies  for  state,  county, 
school  district,  and  municipal  purposes. 

Fiscal  1992  revenue  collections  are  higher  due  to  the 
executive  decision  to  change  from  a  "modified"  to  "full" 
accrual  accounting  system.  This  resulted  in  a  one-time 
increase  in  revenue  of  $.23  million  in  vehicle  tax  in 
fiscal  1992. 
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Public  Contractors  Tax 

Contractors  or  subcontractors  submitting  a  proposal  to 
perform  construction  work  in  Montana  for  the  federal 
government,  state  government,  or  any  political 
subdivision  must  be  licensed  as  a  public  contractor.  A 
license  is  not  required  in  order  to  bid  on  contracts  in 
which  federal  aid  is  used  for  highway  construction, 
but  a  license  is  required  once  the  bid  is  awarded. 

The  1  percent  license  fee  is  applied  to  the  gross 
receipts  of  each  separate  project  let  by  any  of  the 


listed  public  entities.  However,  the  license  fee  paid 
may  be  used  as  a  credit  on  the  contractor's  corporate, 
individual,  or  personal  property  tax  return. 

Fiscal  1992  revenue  collections  are  higher  due  to  the 
executive  decision  to  change  from  a  "modified"  to  "full" 
accrual  accounting  system.  This  resulted  in  a  one-time 
increase  in  revenue  of  $.09  million  in  fiscal  1992. 

Collections  during  the  1995  biennium  are  anticipated 
to  remain  near  the  fiscal  1992  level  after  adjustment 
for  accruals. 
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Other  Revenue  Sources 

There  are  a  number  of  other  taxes,  fees,  and  fines  that 
individually  generate  less  than  $2.5  million  annually 
to  the  general  fund. 

The  statutes  governing  these  taxes,  fees,  and  fines  are 
frequently  changed,  making  the  comparison  of  tax 
years  difficult.  However,  if  all  the  revenue  sources  are 
treated  as  a  group,  general  trends  can  be  identified. 

Since  fiscal  1981,  revenues  in  this  category  have  grown 
an  average  of  4.6  percent  per  year  after  adjusting  for 
one-time  receipts.  However,  from  fiscal  1986,  revenues 
have  increased  more  slowly  at  an  average  of  3.9 
percent.  It  is  assumed  this  trend  will  continue 
throughout  the  forecast  period. 

Included  in  this  category  is  the  anticipated  revenue 
from  the  public  service  commission  tax  and  transfers 
from  the  capital  land  grant  account.  These  components 
are  estimated  separately  and  are  combined  with  this 
category  after  the  3.9  percent  general  growth  rate  is 
applied. 


The  revenue  collections  for  fiscal  1987  included 
proceeds  form  the  sale  of  the  Montana  Youth 
Treatment  Center  at  Billings  and  the  transfer  of  funds 
from  the  crime  victims  and  junk  vehicle  accounts. 

As  part  of  the  "budget  balancers"  adopted  during  the 
January  and  July  1992  special  session,  the  legislature 
approved  a  number  of  one-time  transfers  of  fund 
balances  and  revenues  that  are  included  in  this 
revenue  component  during  the  1993  biennium. 

In  addition,  the  legislature  during  the  July  special 
session  imposed  a  7  percent  surtax  for  one  year  on  a 
number  of  the  revenue  sources  included  in  this 
category:  accommodations  tax,  cement  and  gypsum  tax, 
new  car  sales  tax.  The  collection  from  the  surtax  on 
these  revenue  sources  will  be  deposited  in  the  general 
fund. 

Fiscal  1992  collections  were  also  increased  by  an 
executive  decision  to  change  from  a  "modified"  to  a 
"full"  accrual  accounting  process. 
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Trust  Fund  Balances 

Montana  has  a  number  of  constitutional  and  statutory 
trusts  that  provide  interest  to  fund  state  government 
operations.  While  the  legislature  has  spent  the 
principal  of  the  education  trust  and  slowed  the  flow  of 
revenue  into  the  park  acquisition  trust  for  several 
years,  substantial  balances  remain.  By  the  end  of  the 
1995  biennium,  these  trust  balances  will  total  over 
$1.0  billion. 

Table  1  shows  the  history  of  the  six  major  trusts  since 
fiscal  1973.  Forecasted  amounts  are  shown  for  fiscal 
1994  through  fiscal  1995.  Following  is  a  description  of 
each  trust  and  the  income  it  generates. 


Constitutional  Trusts 

Permanent  Coal  Tax  Trust 

Article  IX,  Section  5  requires  that  50  percent  of  all  coal 
severance  tax  revenue  be  deposited  in  a  permanent 
trust  fund  and  that  the  principal  of  the  trust  "shall 
forever  remain  inviolate  unless  appropriated  by  a 
three-fourths  vote  of  each  house."  By  statute,  interest 
on  this  trust  is  distributed  85  percent  to  the  general 
fund  and  15  percent  to  the  school  equalization  account 
(SEA). 

The  interest  earned  on  this  trust  is  an  important 
general  fund  revenue  source.  During  the  period  fiscal 
1981  through  fiscal  1992,  $296.3  million  in  interest 
from  this  trust  was  deposited  in  the  general  fund.  In 
fiscal  1992,  permanent  coal  tax  trust  interest  provided 
8.2  percent  of  total  revenue  to  the  general  fund. 

Initiative  95,  approved  by  voters  in  1982,  required  that 
25  percent  of  the  revenue  deposited  in  the  permanent 
coal  tax  trust  after  June  30,  1983,  be  placed  in  the  in- 
state investment  trust  fund  for  investment  in  the 
Montana  economy  "with  special  emphasis  on 
investments  in  new  or  expanding  locally  owned 
enterprises."  The  1989  and  1991  Legislatures 
authorized  the  Montana 


Science  and  Technology  Alliance  to  use  $12.6  million 
from  the  in-state  investment  fund  for  investment  in 
new  and  expanding  technology-based  Montana 
businesses  and  for  research  and  development  project 
loans  granted  by  the  Alliance.  The  1991  Legislature: 
1)  eliminated  separate  accounting  for  the  in-state 
investment  trust;  and  2)  instructed  the  Board  of 
Investments  to  "endeavor  to  invest  up  to  25%  of  the 
permanent  coal  tax  trust  fund"  in  the  Montana 
economy. 

Coal  tax  revenue  flowing  into  the  permanent  trust  is 
also  used  to  secure  state  bonds  issued  to  finance  water 
resource  development  projects  and  activities.  Since 
1981  when  the  legislature  authorized  this  bonding 
program,  $65.8  million  in  water  development  projects 
throughout  the  state  have  been  authorized  with 
revenue  from  these  bonds. 

During  the  1991  regular  session,  the  legislature 
created  the  clean  coal  technology  demonstration  fund 
within  the  permanent  coal  tax  trust  and  transferred 
$25  million  from  the  permanent  trust  into  this 
subfund.  In  fiscal  1992  through  fiscal  1997,  an 
additional  $5  million  a  year  of  the  coal  tax  revenue 
allocated  to  the  trust  must  be  deposited  in  this 
subfund.  The  legislation  allows  this  portion  of  the 
trust  fund  to  be  invested  in  loans  for  clean  coal 
technology  projects  approved  by  the  legislature.  The 
1991  Legislature  approved  the  installation  of  MHD 
technology  at  the  Corette  power  plant  in  Billings  as  the 
first  clean  coal  technology  project,  making  it  eligible  for 
a  loan  of  up  to  $25  million  from  the  clean  coal  subfund. 
The  1993  Legislature  will  consider  additional  loan 
applications  during  the  1993  session.  The  Department 
of  Natural  Resources  and  Conservation  is  authorized  to 
determine  the  interest  rate  and  maturity  date  for  any 
approved  loans,  which  may  be  secured  or  unsecured 
loans  under  the  provisions  of  the  1991  legislation. 
Interest  earned  on  the  loans  is  distributed  in  the  same 
manner  as  all  permanent  trust  interest:  85  percent  to 
the  general  fund  and  15  percent  to  the  SEA. 

The  1991  Legislature  also  appropriated  $3.25  million 
from  the  permanent  trust  fund  for  the  Microbusiness 
Development  Act.   These  funds  will  provide  capital  to 


Summary  119 


TRUST  FUNDS-INTEREST  AND  BALANCES 


microbusiness  development  corporations  that  will 
provide  loans  and  technical  assistance  to  qualified 
small  businesses. 

During  the  January  1992  special  session,  the 
legislature  passed  Senate  Bill  5,  which  authorized  the 
creation  of  a  school  bond  contingency  loan  fund  within 
the  permanent  trust  fund.  The  contingency  fund  will 
provide  up  to  $25  million  in  loan  guarantees  for  school 
district  bonds  that  are  certified  by  the  Department  of 
Administration  as  meeting  certification  standards  but 
for  which  subsequent  litigation  prevents  collection  of 
property  taxes  levied  for  debt  service.  School  districts 
will  be  required  to  repay  any  guarantee  funds  used. 
Interest  on  the  contingency  fund  is  distributed  in  the 
same  manner  as  all  other  interest  earned  on  the 
permanent  trust  fund. 

In  the  June  1992  election,  voters  approved  a 
referendum  to  create  the  Treasure  State  Endowment 
fund,  within  the  permanent  coal  trust  fund.  The  fund 
will  receive  a  $10  million  loan  from  the  trust  principal 
in  fiscal  1993  and  half  the  funds  deposited  in  the  trust 
during  fiscal  1994  through  fiscal  2013.  Interest  earned 
on  the  Treasure  State  Endowment  Fund  will  be  used 
to  finance  local  infrastructure  projects,  as  prioritized  by 
the  departments  of  Commerce  and  Natural  Resources 
and  Conservation  and  authorized  by  the  legislature. 

Common  School  Trust 

Article  X,  Sections  2  and  3  require  that  all  royalties 
and  other  proceeds  received  from  school  lands  granted 
to  the  state  under  the  federal  enabling  act  must  be 
deposited  in  the  common  school  trust  fund  and  "shall 
forever  remain  inviolate,  guaranteed  by  the  state 
against  loss  or  diversion."  Article  X,  Section  5  requires 
that  95  percent  of  the  interest  from  this  trust  be  used 
for  school  equalization,  with  the  remaining  5  percent 
reinvested  in  the  trust. 

During  the  January  1992  special  session,  the 
legislature  passed  House  Bill  3,  which  provided  that  95 
percent  of  the  revenue  from  state  timber  sales 
(approximately  $4.9  million)  would  be  deposited  in  the 
school  equalization  account  during  the  1993  biennium, 
with  the  remaining  5  percent  deposited  in  the  trust. 
Beginning  in  fiscal  1994,  all  the  proceeds  from  state 
timber  sales  will  again  be  deposited  in  the  trust  under 


current  law.  The  Stephens'  Executive  Budget  proposes 
to  continue  this  diversion  in  the  1995  biennium. 

Resource  Indemnity  Trust 

Article  IX,  Section  2  and  Title  35,  Chapter  38,  MCA 
require  that  all  collections  from  the  resource  indemnity 
tax  on  minerals  be  placed  in  a  trust.  The  trust  "shall 
forever  remain  inviolate"  until  the  principal  reaches 
$100  million,  at  which  point  the  tax  may  be  spent. 
The  trust  is  expected  to  reach  $100  million  during  the 
1997  biennium. 

During  the  July  special  session,  the  legislature 
imposed  a  one-year  surtax  on  resource  indemnity  tax 
liability  and  allocated  collections  from  the  surtax  to  the 
general  fund. 

The  "Resource  Indemnity  Trust  Fund  Interest  Account" 
section  discusses  the  statutory  allocation  of  interest 
earned  on  this  trust. 

Statutory  Trusts 

Education  Trust 

From  fiscal  1976  through  1986,  a  portion  of  the 
revenue  from  the  coal  severance  tax  was  allocated  to 
the  education  trust  for  the  support  of  education.  The 
legislature  appropriated  the  corpus  of  this  trust  to  the 
school  equalization  account  during  the  period  fiscal 
1987  through  1990. 

Park  Acquisition/Arts  Protection  Trust 

During  most  of  the  last  15  years,  a  portion  of  the  coal 
severance  tax  has  been  earmarked  for  the  parks 
acquisition  trust.  During  the  late  1980's,  the  flow  of 
revenue  into  this  account  was  diverted  to  the  general 
fund.  However,  the  principal  began  to  grow  again  in 
fiscal  1990.  Prior  to  fiscal  1992,  two-thirds  of  the 
interest  from  this  trust  was  statutorily  allocated  for 
acquisition  and  operation  of  state  parks  and  one-third 
was  allocated  for  protection  of  works  of  art  in  the  state 
capitol  and  other  cultural  and  aesthetics  projects. 

The  1991  Legislature  split  the  principal  of  this  trust 
into  two  separate  trusts:  a  parks  acquisition  trust  and 
an  arts  protection  trust.    During  the  1993  biennium, 
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the  coal  tax  revenue  that  would  have  flowed  into  the 
parks  acquisition  trust  (1.267  percent)  will  be  spent  for 
maintenance  of  parks  and  historic  sites,  along  with  the 
interest  from  the  trust.  In  the  1995  biennium,  the  coal 
tax  revenue  allocation  will  again  be  deposited  in  the 
trust. 

In  fiscal  1992,  0.6335  percent  of  coal  severance  tax 
revenues  was  deposited  in  the  arts  protection  trust, 
with  the  trust  interest  continuing  to  be  used  for 
protection  of  works  of  art  and  cultural  projects.  During 
the  January  1992  special  session,  the  legislature 
diverted  a  portion  of  the  revenue  that  would  have 
flowed  into  the  arts  protection  trust  in  fiscal  1993  to 


fund  the  operations  of  the  Montana  Arts  Council.  In 
fiscal  1994,  these  revenues  will  again  be  deposited  in 
the  trust. 

Noxious  Weed  Management  Trust 

During  the  period  fiscal  1986  through  1992,  at  least 
one-half  of  the  collections  from  a  1.0  percent  surcharge 
on  the  retail  sale  of  herbicides  was  deposited  in  the 
Noxious  Weed  Management  Trust.  The  remaining 
collections  are  spent  for  weed  control  grants.  The 
interest  earned  on  the  trust  is  retained  in  the  trust. 
After  the  principal  of  the  trust  reached  $2.5  million  in 
fiscal  1992,  all  herbicide  surcharge  collections  and  the 
interest  earned  on  the  trust  were  available  for  weed 
control  grants. 
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Trust  Fund  Balances 
Actual  and  Estimated 


Fiscal 
Year 


Permanent 

Coal  Tax 

Trust  Fund 


Common 

School 

Trust  Fund 


Education 
Trust  Fund 


Resource 
Indemnity 
Trust  Fund 


Parks 
Acquisition 
Trust  Fund 


Arts 
Protection 
Trust  Fund 


Noxious 

Weed 

Trust  Fund 


Total 
Trust  Funds 


A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 


73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 


$0 

0 

0 

0 

0 

6,268,262 

16,940,538 

39,964,765 

75,187,459 

118,336,314 

158,358,806 

202,936,358 

252,420,524 

309,384,250 

339,883,180 

381,180,287 

411,838,993 

446,511,416 

470,322,655 

496,465,569 


$64,223,773 
108,998,870 
113,064,188 
117,849,628 
123,281,528 
129,949,247 
137,716,735 
147,527,943 
163,163,556 
176,467,865 
189,390,417 
201,319,109 
214,764,544 
217,677,906 
227,687,073 
239,553,633 
254,128,428 
268,496,362 
280,326,496 
291,753^03 


$0 

0 

0 

2,227,793 

6,039,530 

8,983,763 

12,339,549 

23,905,146 

33,624,170 

44,338,477 

52,665,410 

60,925,268 

70,500,922 

79,761,708 

44,091,429 

33,671,110 

8,651,477 

0 

0 

0 


$0 

1,141,385 

3,287,456 

5,552,291 

8,232,247 

10,646,851 

12,574,209 

16,204,531 

21,165,464 

28,328,946 

36,181,889 

42,986,128 

47,396,179 

53,039,675 

56,861,627 

61,750,961 

66,665,000 

72,811,618 

77,324,921 

82,489,898 


$0 

0 

0 

278,725 

758,308 

1,174,356 

1,475,732 

3,565,371 

5,325,746 

7,480,418 

9,481,542 

11,565,460 

13,859,181 

16,222,131 

16,613,608 

16,581,042 

16,608,706 

17,936,701 

18,882,548 

12,588,366 


$0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
7,051,506 


$0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

443,184 

824,550 

1,070,972 

1,320,720 

1,688,370 

2,121,973 

2,584,254 


$64 
110 
116 
125 
138 
157 
181 
231 
298 
374 
446 
519 
598 
676 
685 
733 
759 
807 
848 
892 


223,773 
140,255 
351,644 
908,437 
311,613 
022,479 
046,763 
167,756 
466,395 
952,020 
078,064 
732,323 
941,350 
528,854 
961,467 
808,005 
213,324 
444,467 
978,593 
933,196 


F  93 
F  94 
F  95 


516,615,874 
536,490,343 
556,479,387 


304,286,871 
319,605,608 
334,924,345 


87,727,823 
92,626,122 
97,614,242 


12,588,366 
13,109,517 
13,631,037 


7,203,042 
7,463,721 
7,724,584 


2,500,000 
2,500,000 
2,500,000 


930 

971 

1,012 


921,976 
795,311 
873,595 


History  of  Trust  Fund  Balances 
Actual  and  Estimated 


73  74  75  76  77  78  79  80  81  82  83  84  85  86  87 

Fiscal  Years 

KHI  Permanent  I       1  Noxious 

\ZD  Education  \Z3  RIT  EH 


89     90     91     92     93     94     95 


Common  School 
Parks/Art 
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RIT  Trust 

Article  IX,  Section  2  of  the  Montana  constitution 
provides  that  certain  taxes  on  the  extraction  of 
natural  resources  be  deposited  in  a  Resource 
Indemnity  Tax  (RIT)  Trust.  The  principal  of  the 
trust  up  to  $100  million  "shall  remain  forever 
inviolate...,  guaranteed  by  the  state  against  loss 
or  diversion."  Title  15,  Chapter  38,  MCA, 
provides  for  a  resource  indemnity  tax  of  0.5 
percent  on  all  mineral  production  except 
production     from     metalliferous     mines.  These 

revenues  are  deposited  in  the  trust  until  the 
principal      reaches      $100      million.  After      the 

principal  reaches  $100  million,  the  tax  revenue 
may  be  appropriated. 

Beginning  in  the  1995  biennium,  the  RIT  tax  will 
be  called  the  Resource  Indemnity  and 
Groundwater  assessment  tax  (RIGWA),  with  14.1 
percent  of  its  proceeds  deposited  into  a  newly- 
created  groundwater  assessment  account.  This 
allocation  will  continue  until  the  account  balance 
reaches  $666,000.  When  the  cash  balance  of  the 
account  exceeds  $666,000,  all  tax  revenue  is 
deposited   into   the   RIT  trust. 

Allocation  of  RIT  Trust  Interest 

The  interest  earned  on  the  trust  must  be  used 
"to  improve  the  total  environment  and  rectify 
damage      thereto."  Section      15-38-202,      MCA, 

earmarks  these  interest  earnings  in  the  following 
manner: 

1)  An  amount  not  to  exceed  $175,000  each 
biennium  to  the  environmental  contingency  fund. 
Funds  in  this  account  are  statutorily  appropriated 
to  be  used,  upon  authorization  of  the  Governor, 
for  unanticipated  public  needs  arising  from  certain 
disasters  and  emergencies. 

2)  Beginning  in  fiscal  1992,  an  amount  not  to 
exceed  $50,000  to  the  oil  and  gas  mitigation 
account.  Funds  in  this  account  are  statutorily 
appropriated  to  the  Board  of  Oil  and  Gas 
Conservation   for  the   costs   of  plugging   wells   that 


have  been  abandoned  and  for  whom  no 
responsible   party   can   be  found. 

3)   Of  the   remainder: 

a)  30   percent  for   water  development; 

b)  8  percent  for  renewable  resource  grants  and 
loans   and   related   administration; 

c)  46  percent  for  reclamation   and  development 
grants   and   related   administration; 

d)  12     percent     for     hazardous     waste     and 
superfund   activities; 

e)  4      percent      for      environmental      quality 
protection. 

Three  accounts  which  receive  a  portion  of  the  RIT 
Trust  interest  used  to  make  grants  and  loans  for 
natural  resource  projects  are:  1)  the  water 
development  account;  2)  the  renewable  resource 
development  account;  and  3)  the  reclamation  and 
development  account.  All  grants  from  these 
accounts   require   legislative   approval. 

Water   Development  Account 

The  water  development  account  was  created  to 
advance  the  beneficial  use  of  water  by  financing 
water  development  projects  and  activities. 
Revenue  sources  include  30  percent  of  RIT  Trust 
interest,  0.475  percent  of  coal  severance  tax 
collections,  loan  repayments,  income  from  state- 
owned   water   projects,   and   administrative  fees. 

Renewable   Resource   Development  Account 

The  1975  legislature  established  the  renewable 
resource  development  loan  and  grant  program  to 
provide  financial  assistance  to  public  entities  for 
development  and  protection  of  renewable  natural 
resources.  The  grant  program  is  financed  from 
this  account,  which  receives  8  percent  of  the  RIT 
Trust  interest,  0.475  percent  of  coal  severance  tax 
collections,  interest  on  bond  proceeds,  and  loan 
repayments. 

Reclamation   and   Development  Account 

The  reclamation  and  development  account  is 
funded  with  46  percent  of  RIT  Trust  interest  and 
is    used    to    fund    projects    to    repair,    reclaim,    or 
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mitigate     damage     caused     by     natural     resource 
extraction. 

Table       1       shows       anticipated       revenue       and 
expenditures  from  these  accounts  during  the   1995 


biennium.  The  revenues  reflect  the  Revenue 
Oversight  Committee's  estimates,  and  expenditures 
are   those  included   in   LFA  current  level. 


Table  1 

Resource  Indem 

riity  Trust  Interest  Accounts 

1995  Biennium 

Hazardous 

Environmental 

Water 

Renewable 

Reclamation  & 

Waste/ 

Quality 

Development 

Resources 

Development 

CERCLA 

Protection 

Total* 

Percent  of  RIT  Trust  Interest 

30% 

8% 

46% 

12% 

4% 

100% 

Beginning  Balance 

$890,367 

$0 

$0 

$1,169,906 

$915,135 

$2,975,408 

Revenues 

$5,254,545 

$1,401,212 

$8,056,969 

$2,101,818 

$700,606  $17,515,151 

RIT  Trustlnterest 

Coal  Tax 

391,053 

391,053 

782,106 

Loan  Repayments 

1,186,651 

152,180 

1,338,831 

NR  Damage  Repayment 

0 

Interest  (STIP) 

100,000 

110,000 

210,000 

Administrative  Fees 

10,000 

10,000 

State  Owned  Proj.  Rev. 
Total  Funds  Available 

538.604 
$8,271,220 

$1,944,445 

538.604 
$23,370,100 

$8,056,969 

$3,371,724 

$1,725,741 

Appropriation 

$1,400,373 

$433,900 

$0 

$0 

$0 

$1,834,273 

Bond  Debt  Service 

DNRC  Cent  Serv  Div 

285,101 

26,854 

256,654 

568,609 

DNRC  Water  Res  Div 

2,268,545 

1,604,942 

3,873,487 

DNRC  CARD 

515,045 

447,558 

928,663 

1,891,266 

DNRC  State  Water  Project 

1,785,000 

1,785,000 

State  Project  Ownership  Transfer 

125,041 

125,041 

Missouri  Water  Reservations 

328,099 

328,099 

DSL  Reclamation  Div 

1,945,111 

1,945,111 

DSL  Central  Mgmt 

63,592 

63,592 

DH&ES  Envir  Div 

2,207,080 

972,849 

3,179,929 

Reserved  Water  Rights  Compact  Comm 

674,564 

674,564 

Weatherization  Modification  Review 

20,000 

20,000 

Water  Courts 

1,046,712 

1,046,712 

State  Library 

200,000 

177,000 

377,000 

Environmental  Quality  Council 

27,256 

27,256 

Pay  Plan 

0 

0 

0 

0 

0 

0 

Total  Appropriations 

$7,773,916 

$1,108,312 

$5,677,782 

$2,207,080 

$972,849  $17,739,939 

Projected  Available  for  Grants 

$372,978 

$627,100 

$2,379,187 

$3,379,265 

Projected  Available  for  Water  Storage 

$124,326 

$209,033 

$333,359 

Projected  Biennium  Ending  Balance 

$0                      $0                      $0 
ingency  and  oil  and  gas  mitigation  accounts. 

$1,164,644 

$752,892 

$1,917,536 

"After  allocations  to  environmental  cont 
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Hazardous  Waste/Superfund  Environmental   Quality   Protection   Fund 

Funds       in        this        account       are       used       for  Funds     in     the     account     are     used     to     address 

implementation   of  the   Montana   Hazardous  Waste  problems     caused     by     the     release     of    hazardous 

Act,  for  the  state's  share  of  federal  Comprehensive  wastes  at  sites  not  listed  in  the  federal  superfund 

Environmental      Response,       Compensation,       and  priority  list. 

Liability  Act  of  1980  (CERCLA),  and  for  state 
expenses  relating  to  investigation  of  specifically 
defined  hazardous  waste. 
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Budget  Terms 

Section  17-7-123,  MCA,  requires  that  the  executive 
budget  include  "the  current  funding  level  and  the 
modified  funding  level,  if  any"  for  each  program  in  state 
government.  "Current  funding  level"  is  defined  as  "that 
level  of  funding  required  to  maintain  operations  and 
services  at  the  level  authorized  by  the  previous 
legislature,  after  adjustment  for  inflation".  "Modified 
funding  level"  is  defined  to  reflect  "workload  increases, 
the  provision  of  new  services,  or  changes  in  authorized 
funding."  In  the  Executive  Budget  and  the  LFA 
analysis  for  each  agency  (sections  A  through  E),  current 
level  and  modified  level  funding  are  shown  and 
discussed  separately. 

Current  level  budgets 

Purpose 

The  Executive  Budget  contains  a  recommended  current 
level  budget  for  each  agency  for  the  1995  biennium.  In 
some  cases,  this  budget  is  below  the  amount  authorized 
by  the  last  legislature  since  it  recommends  FTE 
reductions  or  program  changes. 

The  LFA  current  level  budgets  for  agencies  are  not 
recommendations.  They  are  intended  to  provide  a 
"benchmark"  for  the  legislature  as  it  considers  the 
Executive  Budget  and  establishes  appropriations.  The 
LFA  current  level  funds  FTE,  operations,  and  services 
for  each  agency  at  the  level  authorized  by  the  last 
legislature,  after  adjustments  for  inflation  and 
entitlement  programs.  In  sections  A  through  E  of  the 
LFA  Budget  Analysis,  tables  show  the  executive  and 
LFA  current  levels  and  discuss  any  differences  between 
them. 

Current  level  adjustments 

Both  the  executive  and  LFA  used  actual  fiscal  1992 
expenditures  as  recorded  on  the  Statewide  Budgeting 
and  Accounting  System  (SBAS)  as  the  base  for 
determining  a  current  level  budget  for  the  1995 
biennium.  Certain  items  were  then  excluded  from 
actual  expenditures  in  order  to  create  a  current  level 
base  that  reflects  only:  1)  the  cost  of  ongoing  programs 
or  functions  approved  by  the  last  legislature;  and  2) 
expenditures  appropriated  by  the  legislature.  OBPP  and 


LFA  staff  reached  agreement  on  virtually  all 
expenditures  that  would  be  removed  from  the  base.  The 
LFA  analysis  provides  an  explanation  in  any  program 
in  which  a  base  difference  remains. 

Table  1  shows  the  categories  of  expenditures  that  were 
excluded  from  the  LFA  current  level  and  the  amount  in 
each  category.  As  this  table  shows,  over  $1.0  billion  in 
expenditures  in  fiscal  1992  were  not  included  in  the 
current  level  base  for  the  reasons  discussed  below. 


Table   1 

Adjustments   to  Actual 

FY   1992 


Expenditures 


Actual   Expenditures 
Appropriation   Transfers 
Budget  Amendments 
One-Time  Appropriations 
Language  Appropriations 
Non-Budgeted  Expenditures 
Statutory  Appropriations 
Other 
Current  Level 


$2,614,578,712 

(1,651,271) 

(14,097,009) 

(138,485,762) 

(3,073,323) 

(197,650,405) 

(682,895,169) 

1,549,690,444 


Following  is  an  explanation  of  each  type  of  expenditures 
excluded  from  the  current  level  base: 

1)  appropriation  transfers.  Section  17-7-301,  MCA, 
allows  the  Governor  to  authorize  the  transfer  of  funds 
appropriated  for  the  second  year  of  the  biennium  to  the 
first  if  he  finds  that  "due  to  an  unforeseen  or  an 
unanticipated  emergency"  the  amount  appropriated  for 
the  first  year  of  the  biennium  "will  be  insufficient  for 
the  operation  and  maintenance  of  a  department."  Since 
these  transfers  did  not  result  from  legislative  action  and 
may  be  for  one-time  costs,  they  are  excluded  from  the 
current  level  base.  However,  if  the  transfer  funds  an 
ongoing  cost,  OBPP  and  LFA  staff  adjusted  the  current 
level  budgets  for  the  next  biennium  accordingly. 

2)  budget  amendments.  Budget  amendments  provide 
temporary  authority  for  agencies  to  spend  unanticipated 
non-general  fund  revenue  received  after  the  legislature 
adjourns  to  provide  additional  services.   In  accordance 
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with  section  17-7-402,  MCA,  budget  amendment 
authority  terminates  at  the  end  of  each  biennium  and 
can  make  no  "ascertainable  present  or  future  significant 
commitment  for  increased  general  fund  support." 
Expenditures  financed  through  budget  amendments  are 
excluded  from  the  current  level  base.  If  an  agency 
wishes  to  continue  an  activity  financed  with  a  budget 
amendment  in  the  next  biennium,  the  request  must  be 
presented  as  a  modified  level  request. 

3)  one-time  appropriations.  In  general,  miscellaneous  or 
"cat  and  dog"  appropriations  (appropriations  made  in 
bills  other  than  the  general  appropriations  act)  are 
considered  "one-time"  and  not  continued  in  the  current 
level  base.  The  legislature  may  also  specify  in  the 
general  appropriations  act  that  an  appropriation  is  not 
ongoing  and  should  not  be  included  in  the  current  level 
base. 

4)  language  appropriations.  In  the  general 
appropriations  bill,  the  legislature  may  authorize 
expenditure  of  funds  from  a  specific  source  without 
providing  a  specific  dollar  appropriation.  Language 
appropriations  are  generally  used  when  an  agency 
knows  that  it  will  be  receiving  federal  or  state  special 
revenue  funds  but  is  uncertain  as  to  the  amount. 
Assuming  that  ongoing  expenditures  from  these  sources 
will  again  be  authorized  through  language,  both  OBPP 
and  LFA  excluded  the  expenditures  from  the  current 
level  base. 

5)  non-budgeted  expenditures.  Generally  Accepted 
Accounting  Principles  (GAAP)  require  agencies  to  make 
accounting  entries  for  depreciation,  amortization,  and 
other  financial  transactions  that  show  as  expenditures 
but  don't  actually  result  in  expenditure  of  funds  from 
the  state  treasury. 

6)  statutory  appropriations.  Section  17-7-501,  MCA, 
provides  that  funds  may  be  appropriated  in  permanent 
law,  rather  than  through  appropriation  bills,  which  are 
effective  only  for  one  biennium.  In  order  for  a  statutory 
appropriation  to  be  valid,  the  statute  creating  the 
appropriation  must  specifically  state  that  it  is  a 
statutory  appropriation  and  the  statute  must  be  listed 
in  section  17-7-502,  MCA  Currently,  there  are  80  valid 


statutory  appropriations  listed  in  that  section. 
Examples  of  statutory  appropriations  include:  personal 
property  reimbursements  made  to  local  governments 
and  schools  and  motor  fuel  tax  revenues  distributed  to 
counties. 

7)  all  other  appropriations.  This  category  includes 
administrative  appropriations  created  by  the  OBPP, 
continuing  appropriations  from  previous  years, 
internally  offsetting  adjustments  to  appropriations,  and 
miscellaneous  appropriations  made  in  Senate  bills. 

In  sections  A  through  E,  there  is  a  table  in  every  agency 
narrative  showing  the  adjustments  to  actual 
expenditures  made  for  that  agency  to  arrive  at  the 
current  level  base. 

The  table  and  graph  on  the  next  page  show  the 
adjustments  made  to  general  fund  expenditures  to 
determine  the  current  level  base.  As  the  graph 
illustrates,  26.1  percent  of  actual  fiscal  1992  actual 
general  fund  expenditures  were  for  personal  services, 
10.3  percent  of  agency  operations  and  equipment,  28.7 
percent  for  transfers,  19.7  percent  for  benefits  and 
claims,  12.5  percent  for  local  assistance,  with  the 
remainder  spent  for  grants,  capital  outlay,  and  debt 
service. 

Entitlement  and  formula-funded  programs 

Under  current  state  and  federal  law,  certain  programs 
are  "entitlement"  and  projected  growth  or  declines  in 
these  programs  are  funded  as  part  of  the  current  level 
budget,  rather  than  through  modified  level  request.  For 
example,  the  legislature  has  established  statutory  levels 
of  state  foundation  support  for  each  child  enrolled  in 
Montana  public  schools.  Similarly,  federal  and  state 
laws  require  that  persons  eligible  for  medicaid  or  Aid  for 
Dependent  Children  (AFDC)  receive  specified  services 
or  grants.  The  current  level  includes  the  cost  of 
providing  these  services  to  the  projected  caseload.  The 
OBPP  and  LFA  have  agreed  upon  the  programs  that  are 
treated  as  entitlement:  foundation  program,  medicaid, 
AFDC,  general  assistance,  foster  care,  and  AFDC- 
related  day  care. 
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General  Fund  Expenditures 
Fiscal  Year  1992 

Figures  In  Millions 


Expenditure  Category 


Current  Total  Percent 

Level         Adjustments  Expenditures       of  Total 


Personal  Services 

Operating  Expenses 

Equipment 

Local  Assistance 

Grants 

Benefits  &  Claims 

Transfers 

Capital  Outlay/Debt  Service 

Totals 


$127.702043 

46.643200 

2.785956 

44.755246 

14.937983 

103.132791 

12.727553 

1.227063 


$8.707495 
2.555570 
1.972737 
20.630663 
0.383628 
0.000000 
132.467335 
2.442523 


$136.409538 

49.198770 

4.758693 

65.385909 

15.321611 

103.132791 

145.194888 

3.669586 


$353.911835    $169.159951    $523.071786 


26.08% 
9.41% 
0.91% 

12.50% 
2.93% 

19.72% 

27.76% 
0.70% 

100.00% 


General  Fund  Expenditures 

Fiscal  Year  1992 


(9.4%)  Operating  Expenses 
(0.9%)  Equipment 


(12.5%)  Local  Assistance 


(2.9%)  Grants 


(19.7%)  Benefits  &  Claims 


(26.1%)  Personal  Services 

\ 

(0.7%)  Capital  Outlay/Debt  Serv 


(27.8%)  Transfers 
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In  recent  years,  the  legislature  has  used  an  enrollment- 
driven  formula  to  determine  current  level  funding  for 
the  university  units,  vocational-technical  centers,  and 
state  support  for  community  colleges.  While  the  LFA 
used  these  formulas  in  developing  the  current  level  base 
for  the  1995  biennium,  the  executive  did  not  use  the 
formula  in  determining  the  Executive  Budget 
recommendations  for  the  university  units,  vocational- 
technical  centers,  or  state  assistance  for  community 
colleges.  The  resulting  differences  in  the  executive  and 
LFA  current  level  budgets  for  the  Montana  university 
system  are  discussed  in  detail  in  Section  E. 


Modified  level  budgets 

The  Executive  Budget  recommends  $38.9  million 
general  fund  ($207.1  million  total  funds)  in  modified 
level  budgets  (budget  modifications).  These  increases 
are  offset  by  $63.6  million  general  fund  ($77.4  million 
total  funds)  of  executive  policy  initiatives,  as  shown  in 
Table  2.  The  Executive  Budget  shows  these  initiatives 
as  negatives  in  its  "Mods/Policy"  column  in  agency 
budgets. 


Table  2 
Modification  and  Policy  Initiatives  in 

1995  Biennium 

the  Executive  Budget 

Modifications 

Policy  Initiatives 

Net 

General  Fund 

$38,920,681 

($63,595,737) 

($24,675,056) 

State  Special 

79,234,091 

(691,360) 

78,542,731 

Federal 

76,728,308 

(13,152,101) 

63,576,207 

Proprietary 

12,118,615 

0 

12,118,615 

Other 

73,592 

0 

73,592 

Total 

$207,075,287 

($77,439,198) 

$129,636,089 

The  LFA  analysis  for  each  agency  provides  a  table 
showing  the  recommended  budget  modifications  along 
with  a  description  and  short  analysis  of  each,  in  the 
agency  narratives. 

In  addition,  the  LFA  analysis  for  each  agency  includes 
a  description  and  short  analysis  of  additional 


modifications  that  the  Board  of  Regents  and  elected 
officials  plan  to  present  to  the  legislature.  As  Table  3 
shows,  these  additional  budget  modifications  total  $60.7 
million  general  fund  ($66.1  million  total  funds)  for  the 
1995  biennium. 
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Table  3 
Elected  Officials/Board  of  Regents  Budget  Modifications 

1995  Biennium 


Agency 

Secretary  of  State 

State  Auditor 

Public  Instruction 

Justice 

Public  Service  Commission 

Board  of  Regents 

Total 


FTE 
1.00 
2.33 
2.00 

26.90 
4.00 
2.00 

38.23 


Personal  Services  "Snapshot" 

Personal  services  costs  comprise  almost  50  percent  of 
total  agency  expenditures  (excluding  capital  outlay, 
grants  and  benefits,  and  transfers).  The  Executive 
Budget  and  LFA  current  level  used  the  same  method  for 
projecting  personal  services  costs  for  the  1995  biennium. 
As  a  result,  projected  costs  for  most  programs  are 
identical  in  the  two  budgets. 

Both  budgets  are  based  on  a  "snapshot"  of  actual 
salaries  for  authorized  FTE  as  they  existed  on  June  26, 
1992.  OBPP  and  LFA  then  adjusted  this  "snapshot"  for 
all  upgrades  to  positions  through  September  30,  1992. 

Both  budgets  reflect  the  scheduled  increase  in  employee 
contributions  to  the  Public  Employees'  Retirement 
System  (PERS)  from  6.55  percent  in  fiscal  1993  to  6.70 
percent  in  fiscal  1994  and  fiscal  1995. 

Workers'  Compensation  and  Unemployment  Insurance 
rates  vary  from  agency  to  agency.  Each  agency  has  a 
different  rate  based  on  its  own  experience.  Fiscal  1993 
rates  were  adjusted  to  project  fiscal  1994  and  fiscal  1995 
levelsbased  on  advice  provided  by  representatives  of  the 
State  Mutual  Insurance  Compensation  Fund  and  the 
Department  of  Labor  and  Industry.  Since  providing 
that  advice,  the  State  Fund  has  increased  rates  five 
percent  for  fiscal  1993  and  indicated  its  intention  to 
adopt  additional  increases  for  fiscal  1994  and  fiscal 


General  Fund 

$154,350 

151,113 

26,067,103 

1,259,680 

301,379 

32,768,505 

60,702,130 


Total  Funds 

$154,350 

151,113 

26,067,103 

2,199,168 

301,379 

37,195.161 

66,068,274 


1995.  Due  to  timing,  these  additional  increases  were 
not  added  to  current  level.  Additional  information  on 
the  impacts  of  this  increase  will  be  presented  to  the 
1993  Legislature. 

Vacancy  Savings 

Vacancy  savings  is  the  difference  between  the  full  cost 
and  the  actual  cost  of  authorized  positions  during  a 
budget  period.  Since  1979,  the  legislature  has 
periodically  applied  a  vacancy  savings  factor  to  agency 
budgets  in  recognition  of  the  fact  that  staff  turnover  and 
vacancies  often  result  in  personal  services  expenditures 
that  are  lower  than  the  amounts  appropriated. 

The  1989  Legislature  did  not  apply  a  vacancy  savings 
factor  for  the  1991  biennium  budgets.  Instead,  it 
included  language  in  House  Bill  100  prohibiting 
agencies  from  expending  funds  appropriated  for 
personal  services  in  any  other  category  (with  certain 
limited  exceptions).  Although  OBPP  did  not  establish 
any  procedure  to  monitor  and  verify  the  expenditure  of 
personal  services  funds,  it  estimates  that  $6  million  of 
general  fund  appropriated  for  personal  services  was 
reverted  in  fiscal  1990. 

During  the  1991  regular  session,  the  legislature  applied 
vacancy  savings  rates  for  agencies  ranging  from  0 
percent  (for  agencies  with  20  or  fewer  FTE  and 
university  and  vocational-technical  center  faculty)  to  4 
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percent.  In  the  January  and  July  special  sessions,  it 
reduced  some  agencies'  vacancy  savings  and  increased 
vacancy  savings  for  other  agencies.  In  addition,  it 
imposed  general  budget  reductions,  which  many 
agencies  met  by  holding  positions  vacant. 

Neither  the  Executive  Budget  nor  the  LFA  current  level 
contains  vacancy  savings  in  the  1995  biennium.  The 
Legislative  Finance  Committee  directed  the  LFA  staff 
to  prepare  the  LFA  current  level  budgets  without 
vacancy  savings,  in  order  to  provide  the  legislature  with 
information  on  the  full  cost  of  funding  authorized  FTE 
in  the  1995  biennium.  Based  on  this  information,  the 
legislature  can  decide  during  the  appropriation  process 
at  what  level  (if  any)  to  impose  vacancy  savings. 


Fixed  Costs 

Agencies  are  charged  fees  (called  fixed  costs)  for  a 
variety  of  services  purchased  from  other  state  agencies. 
The  executive  and  LFA  current  level  use  the  same  fixed 
costs  for  the  following  services:  DofA  insurance  and 
bonds  (2 104),  State  Auditor  warrant  writingfees  (2 113), 
State  Auditor  payroll  service  fees  (2114),  Legislative 
Auditor  audit  costs  (2122),  DofA  network  fees  (2174), 
messenger  services  (2307 ),  DofA  rent  (2527),  and  capitol 
complex  grounds  maintenance  (2770).  As  Table  4 
shows,  these  fixed  costs  total  $27.7  million  during  the 
1995  biennium. 

Concerns  about  the  warrant  writing  fees  and  payroll 
service  fees  are  discussed  in  the  State  Auditor  agency 
narrative.  Concerns  about  the  capitol  complex  grounds 
maintenance  fee  are  discussed  in  the  Department  of 
Fish,  Wildlife,  and  Parks  agency  narrative. 


Table  4 

Fixed  Costs  Included  in  Current  Level  Budgets 

1995  Biennium 

Agency  Providing  Service 

Service 

(Millions) 

Administration 

Insurance  and  bonds 

$10.6 

Network  services 

5.4 

Messenger  services 

0.3 

Rent 

6.2 

State  Auditor 

Warrant  writing  fees 

1.1 

Payroll  service  fees 

0.7 

Legislative  Auditor 

Audits 

2.8 

Fish,  Wildlife,  &  Parks 

Grounds  maintenance 

M 

Total 

$27.7 

Inflation  Factors 

Neither  the  Executive  Budget  nor  the  LFA  current  level 
includes  a  general  inflation  factor  for  all  operating 
expenses.  Instead,  both  apply  inflation  (or  deflation) 
factors  to  specific  expenditure  items. 


OBPP  and  LFA  staff  agreed  on  inflation/deflation 
factors  for  all  expenditure  items.  Table  5  shows  the 
inflation/deflation  factors  used  in  both  budgets. 
Following  the  table  is  a  summary  of  the  data  used  in 
preparing  the  inflation/deflation  factors. 
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Table  5 

Inflation/Deflation  Factors 

FY  1992  to 

FY  92  to 

Expenditure  Item  Category 

Expenditure  Code 

FY  1994 

FY  1995 

Food 

2117,2145,2205,2251,2252,2253,2254 
2264,2275,2277,2278,2279,2288,2289 

2291,2292 

1.0540 

1.0880 

Energy,  Gasoline  &  Oil 

2216,2242,2294,2297,2602,2604,2607 
2716,2724,2725,2726,2730,2731 

1.0430 

1.0910 

Medical  Care  &  Supplies 

2106,2109,2116,2118,2119,2170,2208 
2209,2222,2265 

1.1150 

1.1820 

Misc  Government  Purchases 

Various 

1.0330 

1.0650 

Dept  of  Administration  -  ISD 

Computer  Processing 

2172 

0.7000 

0.6200 

Information  Central  Services  -  Training 

2177 

1.1400 

1.2100 

Operational  Support 

2183 

1.1500 

1.1500 

Telephone  Equipment 

2370 

0.7900 

0.7400 

Telephone/Add/Move/Change 

2372 

1.0900 

1.1400 

Telephone  Equipment  Maintenance 

2373 

1.1000 

1.1500 

Local  Voice  Circuits 

2376 

1.0700 

1.0900 

Voice  Circuit/ Add/Move/Change 

2378 

1.0600 

1.0800 

Long  Distance  Charge 

2385 

0.9000 

0.8600 

Dept  of  Administration  -  Central  Stores 

Coarse  Paper 

2211 

1.0739 

1.0542 

Fine  Paper 

2226 

1.0564 

1.0455 

Forms 

2219 

0.9943 

0.9653 

Office  Supplies 

2236 

1.0813 

1.0399 

Janitorial 

2256 

0.9995 

0.9856 

Computer  Paper 

2296 

1.0726 

1.0708 

Software 

3403 

1.2469 

1.2469 

Dept  of  Admin-Publication  and  Graphics 

Photocopy  Pool  Services 

2193 

1.0000 

1.2000 

Printing  P  &  G 

2190 

1.1200 

1.1300 

Travel 

In-State  Motor  Pool 

2404,2415 

0.9057 

0.9070 

Other  In-State/Out  of  State 

2401,2411,2414 

1.0330 

1.0650 

Postage  &  Mailing 

2304 

1.0360 

1.0340 

Non-Department  of  Administration  Items 

Printing  /  Other  Provider 

2191 

1.1500 

1.1900 

Printing 

2214 

1.1200 

1.1300 

Telephone  Equipment  Charge 

2371 

1.0400 

1.0600 

Long  Distance  Charge 

2386 

1.0200 

1.0400 

Electricity  -  MPC 

2601 

1.0765 

1.1365 

Electricity  -  MDU 

2601 

1.1007 

1.1305 

Natural  Gas  -  MPC 

2603 

1.1460 

1.1610 

Natural  Gas  -  MDU 

2603 

1.0401 

1.0257 

Water  &  Sewage 

2605 

0.9300 

0.9300 
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Implicit  Price  Deflator 

The  Implicit  Price  Deflator  (IPD)  measures  the  increase 
or  decrease  in  prices  of  goods  and  services  included  in 
U.S.  Gross  Domestic  Product.  A  unique  measure  of  the 
IPD  can  be  derived  for  each  category  of  good  and 
service.  Food  items  were  inflated  by  the  IPD  for  food 
and  beverages.  Gasoline  and  oil  products  were  inflated 
by  the  IPD  for  energy,  gasoline  and  oil.  Medical  care 
and  drugs  were  inflated  by  the  IPD  for  medical  care. 
Miscellaneous  government  purchases  were  inflated  by 
the  IPD  for  state  and  local  noncompensatory 
government  expenditures. 

Department  of  Administration 

ISD  Computer  and  Telephone  Costs 

The  Information  Services  Division  (ISD)  reduced 
computer  processing  rates  for  fiscal  1993  by  5  percent, 
and  continued  reductions  are  expected  in  fiscal  1994 
and  fiscal  1995.  Mainframe  computer  processing  costs 
will  be  reduced  30  percent  below  fiscal  1992  rates  in 
fiscal  1994  and  38  percent  in  fiscal  1995.  These 
reductions  are  possible  due  to  technological 
enhancements  that  improve  the  price/performance  of 
computers  and  growth  in  mainframe  utilization,  both  of 
which  drive  down  the  per  unit  cost  of  processing. 
Moving  the  driver's  license  and  motor  vehicle 
registration  from  the  computer  at  the  Department  of 
Justice  to  the  state  mainframe  and  full  implementation 
of  the  Economic  Assistance  Management  System 
(TEAMS)  are  responsible  for  a  large  part  of  the 
utilization  growth. 

End  user  support  and  training  costs  increase  14  percent 
over  fiscal  1992  rates  in  fiscal  1994  and  21  percent  in 
fiscal  1995. 

Rates  decrease  for  DofA-owned  telephone  equipment 
charges  and  DofA  contracted  long  distance  service. 
Equipment  charges  decline  as  payments  to  the 
equipment  lease-purchase  reserve  have  been  completed 
in  fiscal  1992.  Long  distance  charges  decline  due  to 
anticipated  competition  among  vendors  and  increased 
volume  of  calls. 

Other  communications  expenses  (2300  series)  will 
increase.    Private  vendors  provide  these  services  and 


DofA  passes  costs  through  to  users.  These  rate 
increases  are  determined  by  private  vendors. 

Central  Stores 

Central  Stores  purchases,  sells  and  delivers  office 
supplies,  paper,  forms,  janitorial  supplies  and  computer 
software.  While  the  cost  of  forms  and  janitorial  supplies 
decreases,  the  cost  of  coarse  paper,  computer  paper/fine 
paper,  office  supplies,  and  computer  software  increases, 
due  to  anticipated  vendor  price  changes  and  allocation 
of  central  stores  overhead. 

Publication  and  Graphics. 

DofA  will  increase  rates  by:  1)  12  percent  in  Publication 
and  Graphics'  printing  rates  in  fiscal  1994  and  13 
percent  in  fiscal  1995;  2)  15  percent  in  pass-through 
printing  in  fiscal  1994  and  19  percent  in  fiscal  1995;  and 
3)  20  percent  in  photocopy  pool  rates  in  fiscal  1995. 

Cost  increases  are  driven  by  anticipated  increased  costs 
in  printing  and  copying  supplies  and  in  contracted 
printing  and  photocopy  pool  prices.  DofA  estimates  that 
some  increase  is  due  to  House  Bill  160,  passed  by  the 
1991  Legislature,  that  requires  the  department  to  use 
recycled  paper,  which  costs  more  than  regular  paper. 

Postage  and  Mailing 

Central  mail  rates  increase  3.6  percent  in  fiscal  1994 
and  3.4  percent  in  fiscal  1995.  These  rates  reflect 
changes  for  several  services:  1)  pickup,  delivery, 
presort,  and  meter  mail  for  most  agencies;  2)  mail 
delivery  (deadhead)  among  state  agencies;  3)  operation 
of  a  U.S.  Postal  Office;  and  4)  UPS  and  express  mail 
service.  Each  of  these  services  has  rate  changes  that 
are  combined  to  form  the  aggregate  change. 
Deadhead  (internal)  mail  rates  will  decrease  36  percent 
due  to  increased  volume. 

Other  Expenditure  Items 

Utilities 

Inflation  ratesfor  electricity  and  natural  gas  were  based 
on  surveys  of  Montana  Power  Company  (MPC)  and 
Montana-Dakota  Union  Power  Company  (MDU).  MPC 
projects  that  rates  will  be  7.65  percent  higher  in  fiscal 
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1994  and  13.65  percent  higher  in  fiscal  1995  than  in 
fiscal  1992.  MDU  projects  electrical  rates  will  be  10 
percent  higher  in  fiscal  1994  and  13.05  percent  higher 
in  fiscal  1995  than  in  fiscal  1992. 

MPC's  staff  anticipate  natural  gas  rates  will  increase 
substantially  in  the  1995  biennium  due  mainly  to 
increased  natural  gas  costs.  The  MPC  inflation  factors 
for  natural  gas  are  14.46  percent  increase  in  fiscal  1994 
and  16.1  percent  in  fiscal  1995.  MDU  staff  project  a 
small  increase  in  the  cost  of  natural  gas  in  1994  and  a 
decline  in  natural  gas  prices  in  fiscal  1995,  which  is 
reflected  in  MDU  inflation  factors. 

Travel 

The  Department  of  Transportation  plans  to  decrease  in- 
state motor  pool  rates  an  average  9.43  percent  between 


fiscal  1992  and  fiscal  1994  for  all  vehicle  types  and 
make  only  a  slight  upward  adjustment  in  fiscal  1995. 
The  reduction  in  fiscal  1994  is  due  to  the  final  payment 
at  the  end  of  fiscal  1993  of  a  1989  loan  for  replacement 
vehicles. 

Rates  for  other  in-state  and  out-of-state  travel  are 
inflated  by  the  IPD  for  state  and  local  government 
expenditures. 

Water  &  Sewage  Rates 

Water  rates  will  decline  during  the  1995  biennium, 
primarily  due  to  reductions  in  the  Helena  area  resulting 
from  retirement  of  revenue  bonds  for  the  construction  of 
the  Ten  Mile  Creek  facility. 
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General  Fund 

The  following  table  shows  a  comparison  by  agency  of  the 
total  Executive  Budget  (current  level  and  budget 
modifications)  that  will  be  included  in  the  general 
appropriations  bill  and  the  LFA  current  level  budget  for 
general  fund  expenditures  during  the  1993  biennium. 
The  Executive  Budget  includes  $42.5  million  less 
general  fund  that  the  LFA  current  level  for  several 
reasons: 

1)  The  Executive  Budget  contains  $57.2  million  less  for 
the  Montana  University  System  (MUS).  The  LFA 
current  level  continues  the  formulae  used  by  previous 
legislatures  in  funding  programs  at  the  university  units 
and  vocational-technical  centers.  The  Executive  Budget 
uses  an  incremental  method  based  on  fiscal  1992  actual 
expenditures,  rather  than  the  formulae.  In  addition, 
the  executive  proposes  policy  initiatives  that  reduce 
general  fund  support  for  the  MUS  by  $43. 1  million  in 
the  1995  biennium; 


2)  The  Executive  Budget  contains  $9.5  million  of 
"funding  switches"  in  which  programs  previously  funded 
with  general  fund  are  funded  with  different  funding 
sources; 

3)  The  Executive  Budget  includes  several  human  service 
policy  initiatives  that  it  projects  will  save  $10.8  million 
general  fund  during  the  1995  biennium. 

These  reductions  are  offset  by  $35.0  million  of  general 
fund  budget  modifications  and  other  current  level 
increases  included  in  the  general  appropriations  bill 
under  the  executive  recommendation.  The  Executive 
Budget  includes  additional  general  fund  expenditures  in 
miscellaneous  appropriation  bills  that  are  not  included 
in  the  following  table. 

Detailed  information  on  the  reasons  for  the  differences 
in  each  agency  is  provided  in  the  agency  narrative  in 
the  "Executive  Budget  Comparison"  section. 
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General  Fund  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 


Agcy 
Code 


Agency  Name 


Executive        Executive  LFA  LFA  Executive 

Recommend    Recommend  Current  LevelCurrent  Level     Recommend 
Fiscal  1994      Fiscal  1995      Fiscal  1994      Fiscal  1995       Fiscal  94-95 


LFA 

Current  Level 

Fiscal  94-95 


Executive 

Over  (Under) 

LFA 


1101  Legislative  Auditor 

1102  Legislative  Fiscal  Analyst 
1104  Legislative  Council 

1111  Environmental  Quality  Council 

2110  Judiciary 

3101  Governors  Office 

3201  Secretary  Of  States  Office 

3202  Commissioner  Of  Political  Prac 
3401  State  Auditors  Office 

3501  Office  Of  Public  Instruction 

3511  Billings  Vo  Tech 

3512  Butte  Vo  Tech 

3513  Great  Falls  Vo  Tech 

3514  Helena  Vo  Tech 

3515  Missoula  Vo  Tech 

4107  Crime  Control  Division 

4108  Highway  Traffic  Safety 
4110  Department  Of  Justice 
4201  Public  Service  Regulation 

5101  Board  Of  Public  Education 

5102  Commissioner  Of  Higher  Ed 

5103  University  Of  Montana 

5104  Montana  State  University 

5105  Mont  College  Of  Min  Sc  &  Tech 

5106  Eastern  Montana  College 

5107  Northern  Montana  College 

5108  Western  Montana  College 

5109  Agricultural  Exper  Station 

5110  Cooperative  Extension  Service 

5111  Forestry  &  Cons  Exper  Station 

5113  School  For  The  Deaf  &  Blind 

5114  Montana  Arts  Council 

5115  Library  Commission 
5117  Historical  Society 

5119  Fire  Services  Training  School 
5201  Dept  Of  Fish,  Wildlife  &  Parks 
5301  Dept  Health  &  Environ  Sciences 
5401  Department  Of  Transportation 
5501  Department  Of  State  Lands 
5603  Department  Of  Livestock 
5706  Dept  Nat  Resource/Conservation 
5801  Department  Of  Revenue 
6101  Department  Of  Administration 
6201  Department  Of  Agriculture 
6401  Dept.  Corrections  &  Human  Ser 
6501  Department  Of  Commerce 
6602  Labor  &  Industry 
6701  Adjutant  General 
6901  Dept  Social  &  Rehab  Services 
691 1  Department  Of  Family  Services 

Totals 


$1,307,219 

866,403 
2,708,701 

299,164 
8,912,856 
2,804,763 
1,003,638 

130,769 
2,147,802 
53,325,165 
1,236,752 
1,471,662 
1,532,038 
2,002,734 
2,109,839 

475,970 

210,000 
7,238,602 
2,418,620 

117,855 

(9,113,481) 

24,919,150 

33,070,736 

8,883,903 

10,818,843 

5,766,962 

3,145,435 

7,935,807 

2,809,745 

747,363 
2,529,134 

144,548 
1,261,899 
1,476,239 

259,841 

715,318 
3,195,170 

136,070 
9,681,111 

929,239 

4,678,827 

23,269,372 

3,758,137 

1,142,580 

86,387,023 

2,464,203 

1,189,213 

2,338,533 

122,204,397 

38.452.332 


$1,291,061 

863,760 

2,372,893 

300,501 

9,058,493 

2,689,682 

1,051,623 

128,720 

2,028,238 

47,989,440 

1,184,120 

1,447,184 

1,500,782 

1,975,127 

2,081,920 

478,901 

210,000 

6,751,881 

2,091,902 

115,731 

(10,807,312) 

24,801,963 

33,153,879 

8,851,829 

10,741,803 

5,706,950 

3,100,117 

7,970,583 

2,812,612 

749,241 

2,493,812 

141,087 

1,062,019 

1,443,295 

269,883 

718,003 

3,183,186 

36,157 

9,696,559 

944,446 

4,688,169 

23,167,109 

3,625,259 

1,091,654 

92,397,472 

2,463,367 

1,158,411 

2,242,318 

133,436,619 

39.484.695 


$1,307,219 

866,403 

2,654,033 

299,164 

8,927,539 

2,535,392 

928,346 

127,202 

2,168,349 

47,078,407 

1,160,487 

1,132,188 

1,447,084 

1,896,332 

1,993,618 

472,162 

210,000 

13,463,695 

2,181,463 

115,601 

11,524,860 

29,526,530 

35,407,705 

9,449,261 

10,699,997 

5,949,753 

3,615,048 

7,917,607 

2,776,333 

698,643 

2,828,728 

132,922 

1,262,970 

1,405,047 

259,375 

423,055 

3,282,665 

230,878 

9,366,447 

571,650 

5,202,795 

21,759,005 

3,527,264 

991,105 

81,504,471 

2,714,344 

712,925 

2,158,344 

124,513,490 

37.059.517 


$1,291,061 

863,760 

2,294,085 

300,501 

9,118,909 

2,512,676 

937,174 

123,975 

2,117,349 

43,350,357 

1,140,355 

1,103,478 

1,424,227 

1,870,850 

1,970,397 

476,502 

210,000 

13,430,918 

2,163,649 

113,667 

11,429,765 

29,562,756 

35,497,474 

9,056,191 

10,688,888 

5,922,078 

3,592,477 

7,952,147 

2,778,794 

700,182 

2,797,695 

129,952 

1,065,295 

1,385,741 

237,286 

423,055 

3,333,718 

230,811 

9,333,646 

576,859 

5,172,850 

21,661,049 

3,493,474 

951,362 

83,197,295 

2,727,274 

684,044 

2,163,301 

136,082,495 

38,379.721 


$2,598,280 

1,730,163 

5,081,594 

599,665 

17,971,349 

5,494,445 

2,055,261 

259,489 

4,176,040 

101,314,605 

2,420,872 

2,918,846 

3,032,820 

3,977,861 

4,191,759 

954,871 

420,000 

13,990,483 

4,510,522 

233,586 

(19,920,793) 

49,721,113 

66,224,615 

17,735,732 

21,560,646 

11,473,912 

6,245,552 

15,906,390 

5,622,357 

1,496,604 

5,022,946 

285,635 

2,323,918 

2,919,534 

529,724 

1,433,321 

6,378,356 

172,227 

19,377,670 

1,873,685 

9,366,996 

46,436,481 

7,383,396 

2,234,234 

178,784,495 

4,927,570 

2,347,624 

4,580,851 

255,641,016 

77.937.027 


$2,598,280 

1,730,163 

4,948,118 

599,665 

18,046,448 

5,048,068 

1,865,520 

251,177 

4,285,698 

90,428,764 

2,300,842 

2,235,666 

2,871,311 

3,767,182 

3,964,015 

948,664 

420,000 

26,894,613 

4,345,112 

229,268 

22,954,625 

59,089,286 

70,905,179 

18,505,452 

21,388,885 

11,871,831 

7,207,525 

15,869,754 

5,555,127 

1,398,825 

5,626,423 

262,874 

2,328,265 

2,790,788 

496,661 

846,110 

6,616,383 

461,689 

18,700,093 

1,148,509 

10,375,645 

43,420,054 

7,020,738 

1,942,467 

164,701,766 

5,441,618 

1,396,969 

4,321,645 

260,595,985 

75.439.238 


$0 

0 

133,476 

0 

(75,099 

446,377 

189,741 

8,312 

(109,658 

10,885,841 

120,030 

683,180 

161,509 

210,679 

227,744 

6,207 

0 

(12,904,130 

165,410 

4,318 

(42,875,418 

(9,368,173 

(4,680,564 

(769,720 

171,761 

(397,919; 

(961,973 

36,636 

67,230 

97,779 

(603,477 

22,761 

(4,347 

128,746 

33,063 

587,211 

(238,027 

(289,462: 

677,577 

725,176 

(1,008,649 

3,016,427 

362,658 

291,767 

14,082,729 

(514,048 

950,655 

259,206 

(4,954,969 

2.497.789 


$487,518.201  $496.437.144  $508.437.418  $518.021.565       $983.955.345    $1.026.458.983   ($42.503.638 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


State  Special  Revenue  Fund 

The  following  table  shows  a  comparison  by  agency  of  the 
total  Executive  Budget  (current  level  and  budget 
modifications)  that  will  be  included  in  the  general 
appropriations  bill  and  the  LFA  current  level  budget  for 
expenditures  from  the  state  special  revenue  fund  during 
the  1995  biennium.  The  Executive  Budget  includes 
$184.3  million  more  state  special  revenue  fund 
expenditures  than  the  LFA  current  level. 

The  primary  reasons  for  the  difference  are: 

1)  the  Executive  Budget  records  tuition  in  the  state 
special  revenue  fund.    The  LFA  budgets  tuition  in 


current  unrestricted  fund,  since  it  is  collected  by  the 
university  units  and  vocational  technical  centers  and 
deposited  in  their  current  unrestricted  funds,  not  in  the 
state  special  revenue  fund. 

2)  the  Executive  Budget  includes  $79.2  million  of  budget 
modifications  funded  with  state  special  revenue.  The 
largest  amounts  of  the  budget  modifications  are  in  the 
following  departments:  Transportation;  Fish,  Wildlife, 
and  Parks;  Health  and  Environmental  Sciences; 
Commerce;  and  Natural  Resources  and  Conservation. 

Detailed  information  on  the  reasons  for  the  differences 
in  each  agency  is  provided  in  the  agency  narrative  in 
the  "Executive  Budget  Comparison"  section. 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


State  Special  Fund  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 

Executive 

Executive 

LFA 

LFA 

Executive 

LFA 

Executive 

Agcy 

Recommend 

Recommend  Current  LevelCurrent  Level 

Recommend 

Current  Level    Over  (Under) 

Code                       Agency  Name 

Fiscal  1994 

Fiscal  1995 

Fiscal  1994 

Fiscal  1995 

Fiscal  94-95 

Fiscal  94-95 

LFA 

1101  Legislative  Auditor 

$1,416,152 

$1,398,650 

$1,416,152 

$1,398,650 

$2,814,802 

$2,814,802 

$0 

1104  Legislative  Council 

896,713 

417,751 

896,713 

417,751 

1,314,464 

1,314,464 

0 

1111  Environmental  Quality  Council 

0 

0 

27,256 

0 

0 

27,256 

(27,256 

1112  Consumer  Counsel 

1,002,167 

1,002,954 

947,897 

948,841 

2,005,121 

1,896,738 

108,383 

2110  Judiciary 

784,895 

818,321 

525,889 

520,823 

1,603,216 

1,046,712 

556,504 

3101  Governors  Office 

95,500 

95,500 

65,500 

65,500 

191,000 

131,000 

60,000 

3201  Secretary  Of  States  Office 

216,347 

202,863 

197,208 

195,547 

419,210 

392,755 

26,455 

3401  State  Auditors  Office 

900,477 

917,847 

870,704 

821,274 

1,818,324 

1,691,978 

126,346 

3501  Office  Of  Public  Instruction 

1,981,046 

1,962,793 

4,220,157 

4,229,937 

3,943,839 

8,450,094 

(4,506,255 

3511  Billings  Vo  Tech 

832,779 

840,746 

327,741 

333,717 

1,673,525 

661,458 

1,012,067 

3512  Butte  Vo  Tech 

421,802 

423,641 

81,383 

82,733 

845,443 

164,116 

681,327 

3513  Great  Falls  Vo  Tech 

818,739 

821,986 

156,776 

159,538 

1,640,725 

316,314 

1,324,411 

3514  Helena  Vo  Tech 

723,832 

726,438 

114,499 

116,514 

1,450,270 

231,013 

1,219,257 

3515  Missoula  Vo  Tech 

805,091 

809,704 

211,601 

215,498 

1,614,795 

427,099 

1,187,696 

4107  Crime  Control  Division 

573,923 

573,863 

571,903 

571,903 

1,147,786 

1,143,806 

3,980 

4108  Highway  Traffic  Safety 

85,000 

86,000 

385,124 

386,189 

171,000 

771,313 

(600,313 

4110  Department  Of  Justice 

22,617,760 

22,487,293 

15,430,237 

15,367,206 

45,105,053 

30,797,443 

14,307,610 

5101  Board  Of  Public  Education 

100,503 

98,428 

85,576 

83,311 

198,931 

168,887 

30,044 

5103  University  Of  Montana 

23,589,005 

23,589,005 

4,495,027 

4,512,622 

47,178,010 

9,007,649 

38,170,361 

5104  Montana  State  University 

21,832,491 

21,832,491 

4,499,293 

4,516,905 

43,664,982 

9,016,198 

34,648,784 

5105  Mont  College  Of  Min  Sc  &  Tech 

3,341,452 

3,341,452 

780,775 

783,831 

6,682,904 

1,564,606 

5,118,298 

5106  Eastern  Montana  College 

6,327,726 

6,327,726 

1,488,071 

1,493,896 

12,655,452 

2,981,967 

9,673,485 

5107  Northern  Montana  College 

3,388,163 

3,388,163 

793,101 

796,205 

6,776,326 

1,589,306 

5,187,020 

5108  Western  Montana  College 

2,278,907 

2,278,907 

461,733 

463,541 

4,557,814 

925,274 

3,632,540 

5113  School  For  The  Deaf  &  Blind 

450,461 

450,461 

199,000 

207,000 

900,922 

406,000 

494,922 

5114  Montana  Arts  Council 

216,134 

214,664 

160,504 

159,127 

430,798 

319,631 

111,167 

5115  Library  Commission 

484,594 

409,602 

396,866 

396,977 

894,196 

793,843 

100,353 

5117  Historical  Society 

114,047 

110,465 

100,434 

100,750 

224,512 

201,184 

23,328 

5201  Dept  Of  Fish,  Wildlife  &  Parks 

26,107,322 

24,429,622 

22,608,525 

20,987,764 

50,536,944 

43,596,289 

6,940,655 

5301  Dept  Health  &  Environ  Sciences 

11,292,886 

10,917,542 

7,643,890 

7,916,526 

22,210,428 

15,560,416 

6,650,012 

5401  Department  Of  Transportation 

167,749,173 

172,945,949 

147,174,455 

148,945,124 

340,695,122 

296,119,579 

44,575,543 

5501  Department  Of  State  Lands 

8,501,952 

4,846,794 

5,254,953 

4,537,312 

13,348,746 

9,792,265 

3,556,481 

5603  Department  Of  Livestock 

4,462,900 

4,529,612 

4,236,978 

4,239,255 

8,992,512 

8,476,233 

516,279 

5706  Dept  Nat  Resource/Conservation 

10,544,634 

7,673,090 

6,728,979 

6,705,390 

18,217,724 

13,434,369 

4,783,355 

5801  Department  Of  Revenue 

644,320 

656,116 

562,472 

557,967 

1,300,436 

1,120,439 

179,997 

6101  Department  Of  Administration 

750,978 

752,960 

746,128 

747,856 

1,503,938 

1,493,984 

9,954 

6201  Department  Of  Agriculture 

6,019,464 

5,184,074 

5,002,641 

5,081,609 

11,203,538 

10,084,250 

1,119,288 

6401  Dept.  Corrections  &  Human  Ser 

5,147,042 

5,899,347 

4,548,491 

4,687,491 

11,046,389 

9,235,982 

1,810,407 

6501  Department  Of  Commerce 

21,091,381 

16,048,506 

14,934,239 

15,177,146 

37,139,887 

30,111,385 

7,028,502 

6602  Labor  &  Industry 

6,838,481 

6,756,529 

9,981,885 

9,670,018 

13,595,010 

19,651,903 

(6,056,893 

6701  Adjutant  General 

37,254 

33,755 

24,094 

20,584 

71,009 

44,678 

26,331 

6901  Dept  Social  &  Rehab  Services 

16,488,947 

16,709,580 

16,452,695 

16,661,257 

33,198,527 

33,113,952 

84,575 

6911  Department  Of  Family  Services 

3.260.778 

3.261.490 

3.032.911 

3.047.105 

6.522.268 

6.080.016 

442,252 

Totals 

$385,233,218  $376,272,680  $288,840,456  $288,328,190 

$761,505,898 

$577,168,646  $184,337,252 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


Federal  Funds 

The  following  table  shows  a  comparison  by  agency  of  the 
total  Executive  Budget  (current  level  and  budget 
modifications)  that  will  be  included  in  the  general 
appropriations  bill  and  the  LFA  current  level  budget  for 
federally  funded  expenditures.  The  Executive  Budget 
includes  $91.6  million  more  federal  fund  expenditures 
than  the  LFA  current  level.    The  Executive  Budget 


includes  $63.6  million  of  budget  modifications  funded 
with  federal  funds.  In  addition,  the  executive  current 
level  includes  $28.0  million  more  federal  funds  than 
included  in  the  LFA  current  level. 

Detailed  information  on  the  reasons  for  the  differences 
in  each  agency  is  provided  in  the  agency  narrative  in 
the  "Executive  Budget  Comparison"  section. 


Federal  Special  Fund  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 

Executive 

Executive 

LFA 

LFA 

Executive 

LFA 

Executive 

Agcy 

Recommend 

Recommend  Current  LevelCurrent  Level 

Recommend 

Current  Level 

Over  (Under) 

Code                       Agency  Name 

Fiscal  1994 

Fiscal  1995 

Fiscal  1994 

Fiscal  1995 

Fiscal  94-95 

Fiscal  94-95 

LFA 

3101  Governors  Office 

488,782 

491,850 

489,074 

492,158 

980,632 

981,232 

(600 

3501  Office  Of  Public  Instruction 

16,556,555 

4,641,074 

15,420,959 

3,576,306 

21,197,629 

18,997,265 

2,200,364 

4107  Crime  Control  Division 

3,525,303 

3,525,302 

3,526,308 

3,526,308 

7,050,605 

7,052,616 

(2,011 

4108  Highway  Traffic  Safety 

1,308,722 

1,306,994 

1,308,397 

1,306,686 

2,615,716 

2,615,083 

633 

4110  Department  Of  Justice 

1,017,689 

1,007,338 

889,257 

888,822 

2,025,027 

1,778,079 

246,948 

4201  Public  Service  Regulation 

29,727 

28,168 

29,727 

28,168 

57,895 

57,895 

0 

5102  Commissioner  Of  Higher  Ed 

9,500,668 

9,620,261 

7,876,820 

7,878,590 

19,120,929 

15,755,410 

3,365,519 

5109  Agricultural  Exper  Station 

2,679,024 

2,692,299 

0 

0 

5,371,323 

0 

5,371,323 

5110  Cooperative  Extension  Service 

2,161,652 

2,161,652 

0 

0 

4,323,304 

0 

4,323,304 

5113  School  For  The  Deaf  &  Blind 

237,023 

237,023 

81,968 

81,968 

474,046 

163,936 

310,110 

5114  Montana  Arts  Council 

542,249 

542,452 

517,600 

517,600 

1,084,701 

1,035,200 

49,501 

5115  Library  Commission 

2,355,654 

395,663 

1,546,584 

386,584 

2,751,317 

1,933,168 

818,149 

5116  Montana  Council  On  Vocational 

165,257 

165,781 

157,177 

158,160 

331,038 

315,337 

15,701 

5117  Historical  Society 

712,695 

702,478 

662,670 

652,453 

1,415,173 

1,315,123 

100,050 

5201  Dept  Of  Fish,  Wildlife  &  Parks 

11,052,829 

10,073,242 

7,785,443 

7,488,432 

21,126,071 

15,273,875 

5,852.196 

5301  Dept  Health  &  Environ  Sciences 

39,740,337 

42,348,705 

32,757,478 

34,930,083 

82.089,042 

67,687,561 

14,401,481 

5401  Department  Of  Transportation 

168,781,915 

169,851,029 

161,813,061 

163,296,696 

338,632,944 

325,109,757 

13,523,187 

5501  Department  Of  State  Lands 

7,014,693 

7,028,493 

4,246,302 

4,265,120 

14,043,186 

8,511,422 

5,531,764 

5603  Department  Of  Livestock 

363,509 

366,945 

314,017 

317,180 

730,454 

631,197 

99,257 

5706  Dept  Nat  Resource/Conservation 

13,113,726 

1,218,078 

1,143,082 

1,146,312 

14,331,804 

2,289,394 

12,042,410 

5801  Department  Of  Revenue 

309,487 

305,194 

329,536 

331,224 

614,681 

660,760 

(46,079 

6101  Department  Of  Administration 

30,057 

30,058 

0 

0 

60,115 

0 

60,115 

6201  Department  Of  Agriculture 

551,952 

512,250 

375,567 

375,833 

1,064,202 

751,400 

312,802 

6401  Dept.  Corrections  &  Human  Ser 

4,759,513 

5,496,075 

4,774,915 

4,842,821 

10,255,588 

9,617,736 

637,852 

6501  Department  Of  Commerce 

30,577,021 

31,041,928 

25,067,405 

25,573,405 

61,618,949 

50,640,810 

10,978,139 

6602  Labor  &  Industry 

30,518,269 

30,536,665 

26,885,905 

27,211,591 

61,054,934 

54,097,496 

6,957,438 

6701  Adjutant  General 

4,577,671 

4,496,337 

3,871,365 

3,899,146 

9,074,008 

7,770,511 

1,303,497 

6901  Dept  Social  &  Rehab  Services 

350,991,020 

375,417,149 

346,528,265 

370,639,079 

726,408,169 

717,167,344 

9,240,825 

6911  Department  Of  Family  Services 
Totals 

14.586.859        14.553.806 
$718,249,858  $720,794,289 

17.593.440        17.638.173 
$665,992,322  $681,448,898 

29.140.665 
$1,439,044,147 

35.231.613 
$1,347,441,220 

(6.090.948 

$91,602,927 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


Proprietary  Funds 


The  following  table  shows  a  comparison  by  agency  of  the 
total  Executive  Budget  (current  level  and  budget 
modifications)  that  will  be  included  in  the  general 
appropriations  bill  and  the  LFA  current  level  budget  for 
expenditures  from  proprietary  funds.  The  Executive 
Budget  includes  $50.0  million  more  in  proprietary  funds 
than  the  LFA  current  level.    The  largest  area  of 


difference  is  in  the  State  Compensation  Mutual 
Insurance  Fund.  The  Executive  Budget  includes 
workers'  compensation  claims  at  10  percent  above  the 
actuarial  estimate. 

Detailed  information  on  the  reasons  for  the  differences 
in  each  agency  is  provided  in  the  agency  narrative  in 
the  "Executive  Budget  Comparison"  section. 


Proprietary  Fund  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 

Executive 

Executive 

LFA 

LFA 

Executive 

LFA 

Executive 

Agcy 

Recommend 

Recommend  Current  Level  Current  Level 

Recommend 

Current  Level 

Over  (Under) 

Code                       Agency  Name 

Fiscal  1994 

Fiscal  1995 

Fiscal  1994 

Fiscal  1995 

Fiscal  94-95 

Fiscal  94-95 

LFA 

3201  Secretary  Of  States  Office 

$370,133 

$370,852 

$349,299 

$347,961 

$740,985 

$697,260 

$43,725 

3401  State  Auditors  Office 

197,907 

196,791 

160,409 

159,292 

394,698 

319,701 

74,997 

3601  Office  Of  Public  Instruction 

1,153,428 

1,142,583 

1,011,964 

1,006,836 

2.296,011 

2,018,790 

277,221 

4110  Department  Of  Justice 

591,367 

593,175 

617,545 

624,376 

1,184,542 

1,241,921 

(57,379 

5102  Commissioner  Of  Higher  Ed 

18,076.065 

19,943,459 

17,976,875 

19,844,204 

38,019,524 

37,821.079 

198,445 

5117  Historical  Society 

592,843 

598,691 

557,575 

562,292 

1,191,534 

1,119,867 

71,667 

5201  Dept  Of  Fish,  Wildlife  &  Parks 

2,359,986 

2,469,365 

2,204,167 

2,283,820 

4,829,351 

4,487,987 

341,364 

5301  Dept  Health  &  Environ  Sciences 

2,466,840 

2,349.731 

1,928,871 

1,880,024 

4,816,571 

3,808,895 

1,007,676 

5401  Department  Of  Transportation 

16,657,702 

16,512,690 

15,224,457 

15,298,914 

33,170,392 

30,523,371 

2,647,021 

5501  Department  Of  State  Lands 

247,881 

312,257 

371,354 

379,692 

560,138 

751,046 

(190,908 

5801  Department  Of  Revenue 

1,684,473 

1 ,663,784 

1,328,919 

1,287,629 

3,348,257 

2,616,548 

731,709 

6101  Department  Of  Administration 

41,965,729 

41,380,355 

37,852,529 

37,650,299 

83,346,084 

75,502,828 

7,843,256 

6103  State  Comp.  Mutual  Ins.  Fund 

179,425,443 

196,630,433 

165,125,394 

179,773,606 

376,055,876 

344,899,000 

31,156,876 

620 1  Department  Of  Agriculture 

8,416 

8,561 

7,810 

8,237 

16,977 

16,047 

930 

6401  Dept.  Corrections  &  Human  Ser 

4,119,367 

4,671,965 

3,710,061 

3,940,327 

8,791,332 

7,650,388 

1,140,944 

6501  Department  Of  Commerce 

14,789,782 

13,909,922 

13,630,636 

12,985,829 

28,699,704 

26,616,465 

2,083,239 

6602  Labor  &  Industry 
Totals 

5.038.505 
$289,745,867 

5.127.048          3.790.216 
$307,881,662  $265,848,071 

3.720.351 
$281,753,689 

10.165.553 
$597,627,529 

7.510.567 
$547,601,760 

2.654.986 

$50,025,769 
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AGENCY  BUDGET  COMPARISONS  BY  FUND  TYPE 


Other  Funds 

The  followingtables  show  a  comparison  by  agency  of  the 
total  Executive  Budget  (current  level  and  budget 
modifications)  that  will  be  included  in  the  general 


appropriations  act  and  the  LFA  current  level 
expenditures  from  the  capital  projects,  and  trust  funds. 

Detailed  information  on  the  reasons  for  the  differences 
in  each  agency  is  provided  in  the  agency  narrative  in 
the  "Executive  Budget  Comparison"  section. 


Capital  Projects  Fund  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 

Agcy 

Code                                     Aaoncy  Name 

Executive 
Recommend 
Fiscal  1994 

hxecutive 
Recommend 
Fiscal  1996 

LFA                          LFA 

Current  LevelCurrent  Level 

Fiscal  1994        Fiscal  1995 

Executive 
Recommend 
Fiscal  94-96 

LFA 

Current  Level 

Fiscal  94-96 

Executive 

Over  (Under) 

LFA 

6101     Department  Of  AdjnuiiBtrfltion 
Totals 

•68.8OI 

$58,801 

$58,801 
$58,801 

$804,929 
$804,929 

$806.657 
$806,657 

$117,602 
$117,602 

$1,611,686 
$1,611,686 

($1,493,984 

($1,493,984 

Expendable  Trust  Fund  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 


Agcy 
Code 


Agency  Name 


Executive  Executive  LFA  LFA  Executive 

Recommend      Recommend  Current  LevelCurrent  Level       Recommend 
Fiscal  1994        Fiscal  1995       Fiscal  1994        Fiscal  1995  Fiscal  94-96 


LFA                    Executive 
Current  Level     Over  (Under) 
Fiscal  94-95 LFA 


6706   Dept  Nat  Resource/Conservation 
6201    Department  Of  Agriculture 


$400,000 
292.222 


$692.222 


$0 

289.022 

$289.022 


$400,000 
289.963 

$689.963 


$0 
287.867 

$287^80  7 


$400,000 
581.244 


$981.244 


$400,000 
577.830 

$977.830 


$0 
3.414 

$3.414 


Non-Expendable  Trust  Fund  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 


Executive 


Agcy 
Code 


Executive 


Agency  Name 


LFA  LFA  Executive 

Recommend      Recommend  Current  Level  Current  Level       Recommend 
Fiscal  1994        Fiscal  1996        Fiscal  1994        Fiscal  1995  Fiscal  94-96 


LFA                    Executive 
Current  Level     Over  (Under) 
Fiscal  94-95 LFA 


6104  Public  Employees  Retirement  Bd 
6106  Teachers  Retirement  Board 


$1,170,813         $1,146,424         $1,110,978         $1,082,672  $2,317,237 

684.708  648.643  677.757  641.274  1.333.311 

$1.866.581         $1.794,967         $1,788,735         $1,723,846  $3.660.648 


$2,193,660 
1.319.031 

$3,512,681 


$123,687 
14.280 


$137,967 
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AGENCY  BUDGETS  BY  FUND  TYPE 


Current  Unrestricted  Fund 

The  following  tables  show  a  comparison  by  agency  of  the 
total  Executive  Budget  (current  level  and  budget 
modifications)  and  the  LFA  current  level  expenditures 
from  the  current  unrestricted  funds  in  the  Montana 


University  System  (MUS).  The  Executive  Budget 
records  tuition  in  the  state  special  revenue  fund.  The 
LFA  records  tuition  and  sales  and  fee  revenue  earned  by 
the  MUS  in  the  current  unrestricted  fund,  since  it  is 
collected  by  the  MUS  and  deposited  in  the  current 
unrestricted  fund,  not  in  the  state  special  revenue  fund. 


Current  Unrestricted  Fund  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 

Executive 

Executive 

LFA 

LFA 

Executive 

LFA 

Executive 

Agcy 

Recommend 

Recommend  Current  Level  Current  Level 

Recommend 

Current  Level 

Over  (Under) 

Code                        Agency  Name 

Fiscal  1994 

Fiscal  1995 

Fiscal  1994 

Fiscal  1995 

Fiscal  94-95 

Fiscal  94-95 

LFA 

3511  Billings  Vo  Tech 

$0 

$0 

$460,527 

$460,527 

$0 

$921,054 

($921,054 

3512  Butte  Vo  Tech 

0 

0 

340,013 

340,013 

0 

680,026 

(680,026 

3513  Great  Falls  Vo  Tech 

0 

0 

671,241 

671,241 

0 

1,342,482 

(1,342,482 

3514  Helena  Vo  Tech 

0 

0 

595,349 

595,349 

0 

1,190,698 

(1,190,698 

3515  Missoula  Vo  Tech 

0 

0 

608,502 

608,502 

0 

1,217,004 

(1,217,004 

5103  University  Of  Montana 

0 

0 

18,598,286 

18,598,286 

0 

37,196,572 

(37,196,572 

5104  Montana  State  University 

0 

0 

17,867,942 

17,867,942 

0 

35,735,884 

(35,735,884 

5105  Mont  College  Of  Min  Sc  &  Tech 

0 

0 

2,954,450 

3,337,021 

0 

6,291,471 

(6,291,471; 

5106  Eastern  Montana  College 

0 

0 

5,083,994 

5,083,994 

0 

10,167,988 

(10,167,988 

5107  Northern  Montana  College 

0 

0 

2,505,113 

2,505,113 

0 

5,010,226 

(5,010,226 

5108  Western  Montana  College 

0 

0 

1,463,291 

1,463,291 

0 

2,926,582 

(2,926,582 

5109  Agricultural  Exper  Station 

0 

0 

2,727,992 

2,728,267 

0 

5,456,259 

(5,456,259; 

5110  Cooperative  Extension  Service 

0 

0 

2,161,652 

2,161,652 

0 

4,323,304 

(4,323,304 

5111  Forestry  &  Cons  Exper  Station 

0 

0 

0 

0 

0 

0 

0 

5119  Fire  Services  Training  School 

0 

0 

0 

0 

0 

0 

0 

Totals 

$0 

$0 

$56,038,352 

$56,421,198 

$0 

$112,459,550 

($112,459,550 
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AGENCY  BUDGETS  BY  FUND  TYPE 


Total  Funds  appropriation     bill     and     the     LFA    current    level 

expenditures  from  all  funds.    The  Executive  Budget 

Thefollowingtableshowsacomparisonbyagencyofthe  j"cl.udes  $16^7  ™illion  or  47  Percent  more  than  the 

total   Executive   Budget   (current   level   and   budget  LrA  current  level, 

modifications)  that  will  be  included  in  the  general 
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AGENCY  BUDGETS  BY  FUND  TYPE 


All  Budgeted  Funds  Comparison 

Executive  Recommendation  Versus  LFA  Current  Level 

Executive 

Executive 

LFA 

LFA 

Executive 

LFA 

Executive 

Agcy 

Recommend 

Recommend 

Current  Level 

Current  Level 

Recommend 

Current  Level 

Over  (Under) 

Code                  Agency  Name 

Fiscal  1994 

Fiscal  1995 

Fiscal  1994 

Fiscal  1995 

Fiscal  94-95 

Fiscal  94-95 

LFA 

1101  Legislative  Auditor 

$2,723,371 

$2,689,711 

$2,723,371 

$2,689,711 

$5,413,082 

$5,413,082 

$0 

1102  Legislative  Fiscal  Analyst 

866,403 

863,760 

866,403 

863,760 

1,730,163 

1,730,163 

0 

1104  Legislative  Council 

3,605,414 

2,790,644 

3,550,746 

2,711,836 

6.396,058 

6,262,582 

133,476 

1111  Environmental  Quality  Council 

299,164 

300,501 

326,420 

300,501 

599,665 

626,921 

(27,256 

1112  Consumer  Counsel 

1,002,167 

1,002,954 

947,897 

948,841 

2,005,121 

1,896,738 

108,383 

2110  Judiciary 

9,697,751 

9,876,814 

9,453,428 

9,639,732 

19,574,565 

19,093,160 

481,405 

3101  Governors  Office 

3,389,045 

3,277,032 

3,089,966 

3,070,334 

6,666,077 

6,160,300 

505,777 

3201  Secretary  Of  States  Office 

1,590,118 

1,625,338 

1,474,853 

1,480,682 

3,215,456 

2,955,535 

259,921 

3202  Commissioner  Of  Political  Prac 

130,769 

128,720 

127,202 

123,975 

259,489 

251,177 

8,312 

3401  State  Auditors  Office 

3,246,186 

3,142,876 

3,199,462 

3,097,915 

6,389,062 

6,297,377 

91,685 

3501  Office  Of  Public  Instruction 

73,016,194 

55,735,890 

67,731,477 

52,163,436 

128,752,084 

119,894,913 

8,857,171 

3511  Billings  Vo  Tech 

2,069,531 

2,024,866 

1,948,755 

1,934,599 

4,094,397 

3,883,354 

211,043 

3512  Butte  Vo  Tech 

1,893,464 

1,870,825 

1,553,584 

1,526,224 

3,764,289 

3,079,808 

684,481 

3513  Great  Falls  Vo  Tech 

2,350,777 

2,322,768 

2,275,101 

2,255,006 

4,673,545 

4,530,107 

143,438 

3514  Helena  Vo  Tech 

2,726,566 

2,701,565 

2,606,180 

2,582,713 

5,428,131 

5,188,893 

239,238 

3515  Missoula  Vo  Tech 

2,914,930 

2,891,624 

2,813,721 

2,794,397 

5,806,554 

5,608,118 

198,436 

4107  Crime  Control  Division 

4,575,196 

4,578,066 

4,570,373 

4,574,713 

9,153,262 

9,145,086 

8,176 

4108  Highway  Traffic  Safety 

1,603,722 

1,602,994 

1,903,521 

1,902,875 

3,206,716 

3,806,396 

(599,680 

4110  Department  Of  Justice 

31,465,418 

30,839,687 

30,400,734 

30,311,322 

62,305,105 

60,712,056 

1,593,049 

420]  Public  Service  Regulation 

2,448,347 

2,120,070 

2,211,190 

2,191,817 

4,568,417 

4,403,007 

165,410 

5101  Board  Of  Public  Education 

218,358 

214,159 

201,177 

196,978 

432,517 

398,155 

34,362 

5102  Commissioner  Of  Higher  Ed 

18,463,252 

18,756,408 

37,378,555 

39,152,559 

37,219,660 

76,531,114 

(39,311,454 

5103  University  Of  Montana 

48,508,155 

48,390,968 

52,619,843 

52,673,664 

96,899,123 

105,293,507 

(8,394,384 

5104  Montana  State  University 

54,903,227 

54,986,370 

57,774,940 

57,882,321 

109,889,597 

115,657,261 

(5,767,664 

5105  Mont  College  Of  Min  Sc  &  Tech 

12,225,355 

12,193,281 

13,184,486 

13,177,043 

24,418,636 

26,361,529 

(1,942,893 

5106  Eastern  Montana  College 

17,146,569 

17,069,529 

17,272,062 

17,266,778 

34,216,098 

34,538,840 

(322,742 

5107  Northern  Montana  College 

9,155,125 

9,095,113 

9,247,967 

9,223,396 

18,250,238 

18,471,363 

(221,125 

5108  Western  Montana  College 

5,424,342 

5,379,024 

5,540,072 

5,519,309 

10,803,366 

11,059,381 

(256,015 

5109  Agricultural  Exper  Station 

10,614,831 

10,662,882 

10,645,599 

10,680,414 

21,277,713 

21,326,013 

(48,300 : 

5110  Cooperative  Extension  Service 

4,971,397 

4,974,264 

4,937,985 

4,940,446 

9,945,661 

9,878,431 

67,230 

5111  Forestry  &  Cons  Exper  Station 

747,363 

749,241 

698,643 

700,182 

1,496,604 

1,398,825 

97,779 

5113  School  For  The  Deaf  &  Blind 

3,216,618 

3,181,296 

3,109,696 

3,086,663 

6,397,914 

6,196,359 

201,555 

5114  Montana  Arts  Council 

902,931 

898,203 

811,026 

806,679 

1,801,134 

1,617,705 

183,429 

5115  Library  Commission 

4,102,147 

1,867,284 

3,206,420 

1,848,856 

5,969,431 

5,055,276 

914,155 

5116  Montana  Council  On  Vocational 

165,257 

165,781 

157,177 

158,160 

331,038 

315,337 

15,701 

5117  Historical  Society 

2,895,824 

2,854,929 

2,725,726 

2,701,236 

5,750,753 

5,426,962 

323,791 

5119  Fire  Services  Training  School 

259,841 

269,883 

259,375 

237,286 

529,724 

496,661 

33,063 

5201  Dept  Of  Fish,  Wildlife  &  Parks 

40,235,455 

37,690,232 

33,021,190 

31,183,071 

77,925,687 

64,204,261 

13,721,426 

5301  Dept  Health  &  Environ  Sciences 

56,695,233 

58,799,164 

45,612,904 

48,060,351 

115,494,397 

93,673,255 

21,821,142 

5401  Department  Of  Transportation 

353,324,860 

359,345,825 

324,442,851 

327,771,545 

712,670,685 

652,214,396 

60,456,289 

5501  Department  Of  State  Lands 

25,445,637 

21,884,103 

19,239,056 

18,515,770 

47,329,740 

37,754,826 

9,574,914 

5603  Department  Of  Livestock 

5,755,648 

5,841,003 

5,122,645 

5,133,294 

11,596,651 

10,255,939 

1,340,712 

5706  Dept  Nat  Resource/Conservation 

28,737,187 

13,579,337 

13,474,856 

13,024,552 

42,316,524 

26,499,408 

15,817,116 

5801  Department  Of  Revenue 

25,907,652 

25,792,203 

23,979,932 

23,837,869 

51,699,855 

47,817,801 

3,882,054 

6 10 1  Department  Of  Administration 

46,563,702 

45,847,433 

42,930,850 

42,698,286 

92,411,135 

85,629,136 

6,781,999 

6103  State  Comp.  Mutual  Ins.  Fund 

179,425,443 

196,630,433 

165,125,394 

179,773,606 

376,055,876 

344,899,000 

31,156,876 

6104  Public  Employees  Retirement  Bd 

1,170,813 

1,146,424 

1,110,978 

1,082,572 

2,317,237 

2,193,550 

123,687 

6105  Teachers  Retirement  Board 

684,768 

648,543 

677,757 

641,274 

1,333,311 

1,319,031 

14,280 

6201  Department  Of  Agriculture 

8,014,634 

7,085,561 

6,667,086 

6,704,908 

15,100,195 

13,371,994 

1,728,201 

6401  Dept.  Corrections  &  Human  Ser 

100,412,945 

108,464,859 

94,537,938 

96,667,934 

208,877,804 

191,205,872 

17,671,932 

6501  Department  Of  Commerce 

68,922,387 

63,463,723 

56,346,624 

56,463,654 

132,386,110 

112,810,278 

13,575,832 

6602  Labor  &  Industry 

43,584,468 

43,578,653 

41,370,931 

41,286,004 

87,163,121 

82,656,935 

4,506,186 

6701  Adjutant  General 

6,953,458 

6,772,410 

6,053,803 

6,083,031 

13,725,868 

12,136,834 

1,589,034 

6901  Dept  Social  &  Rehob  Services 

489,684,364 

525,563,348 

487,494,450 

523,382,831 

1,015,247,712 

1,010.877,281 

4,370,431 

691 1  Department  Of  Family  Services 
Totals 

56.299.969 
$1,883,353,748 

57.299,991 
$1,903,528,565 

57.685.868 
$1,788,440,246 

59.064.999 
$1,828,791,910 

1 13.599.960 
$3,786,882,313 

116.750.867 
$3,617,232,156 

(3.150.907 

$169,650,157 
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1101  00  00000 

LEGISLATIVE  AUDITOR 

Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

67.50 

67.50 

67.50 

63.50 

63.50 

63.50 

63.50 

Personal  Services 
Operating  Expenses 
Equipment 

2,180,182 

271,598 

42.952 

2,180,182 

271,527 

33.001 

2,248,012 

306,634 

57,629 

2,381,210 

329,686 

12.475 

2,381,210 

329,686 

12.475 

2,386,841 

290,614 

12,256 

2,386,841 

290,614 

12.256 

Total  Costs 

$2,494,733 

$2,484,710 

$2,612,275 

$2,723,371 

$2,723,371 

$2,689,711 

$2,689,711 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

1,164,919 
1.329,813 

1,159,807 
1.324.903 

1,246,127 
1.366.148 

1,307,219 
1.416.152 

1,307,219 
1.416.152 

1,291,061 
1.398,650 

1,291,061 
1.398.650 

Total  Funds 

$2,494,733 

$2,484,710 

$2,612,275 

$2,723,371 

12,723,371 

$2,689,711 

$2,689,711 

Agency  Description 

The  Office  of  the  Legislative  Auditor,  established  in  1967,  is  governed  by  the  Legislative  Audit  Act, 
contained  in  Title  5,  Chapter  13,  MCA.  Article  V,  section  10  of  the  Montana  constitution  mandates  a 
legislative  post-audit  function.      The  office  works  under  the  supervision   of  the   Legislative  Audit  Committee. 

The  agency  is  divided  into  three  sections:  1)  the  Financial-Compliance  section,  which  performs  biennial 
audits  of  all  state  agencies,  an  annual  statewide  financial  audit,  and  biennial  federal  single  audit;  2)  the 
Performance  Audit  section,  which  conducts  audits  of  state  agencies  to  determine  program  effectiveness, 
efficiency,  and  compliance  with  established  laws,  rules,  goals,  and  objectives;  and  3)  the  Operations/Electronic 
Data  Processing  (EDP)  Audit  section,  which  evaluates  data  processing  systems  and  controls  independently 
and   in   conjunction    with   financial-compliance   and   performance   audits. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget 
Amendment 

One  Time       Language     Non-Budget     Statutory 
Approp.           Approp.      Expenditure      Approp. 

All  Other 
Approp. 

Current  Lvl 
Fiscal  1992 

FTE                              67.50 

67.50 

Expenditure      2,494,733 

10,027 

2,484,706 

General 
Fund 

State  Special 
Fund 

Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding              2.494.733 

5.114                4.913 

2.484,706 

Adjustments   to  Actual   Expenditures 

The  1991  Legislature  approved  a  budget  modification  for  this  agency  to  implement  the  Legislative 
Automation  Plan,  which  added  $12,552  in  fiscal  1992  and  $24,914  in  fiscal  1993,  funded  51  percent  by 
general  fund  and  49  percent  by  state  special  revenue.  The  agency  spent  $10,027  for  this  purpose  in  fiscal 
1992,  which  is  removed  from  current  level  expenditures  and  not  continued  in  the  1995  biennium.  The 
Legislative  Branch  Central  Network  budget  is  being  submitted  by  the  Legislative  Council  in  the  1995 
biennium.  The  difference  in  the  current  level  total  shown  in  this  table  and  the  table  above  is  due  to 
rounding. 
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Executive  Budget  Comparison 

Section    17-7-122(2),    MCA,    requires   budget   requests   from    legislative    branch    agencies   be   included    in    the 
Executive   Budget   without   changes. 
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LEGISLATIVE  AUDITOR 

Program  Summary 

Actual 
Expenditures 
liudgot  lU«m                             Fiscal  1992 

Current 

IxjvoI 

FiHcal  1992 

Current 

Levol 

Fiscal  1993 

Audit  &  Examination  Program 

L.PA              Executive              UFA 
Fiscal  1994       Fiscul  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

67.50 

2,180,182 

271,598 

42.952 

$2,494,733 

1,164,919 
1.329.813 

$2,494,733 

67.50 

2,180,182 

271,527 

33.001 

$2,484,710 

1,159,807 
1.324.903 

$2,484,710 

67.50 

2,248,012 

306,634 

57.629 

$2,612,275 

1,246,127 
1.366.148 

$2,612,275 

63.50 

2,381,210 

329,686 

12,475 

$2,723,371 

1,307,219 
1.416.152 

$2,723,371 

63.50 

2,381,210 

329,686 

12.475 

$2,723,371 

1,307,219 
1.416.152 

$2,723,371 

63.50 

2,386,841 

290,614 

12,256 

$2,689,711 

1,291,061 
1.398.650 

$2,689,711 

63.50 

2,386,841 

290,614 

12.256 

$2,689,711 

1,291,061 
1.398.650 

$2,689,711 

(4.00: 

201,028 
58,159 
(20.526 

$238,661 

147,412 
91.249 

$238,661 

General  Fund 
State  Revenue  Fund 

Total  Funds 

Program   Description 

The  Office  of  the  Legislative  Auditor,  established  in  1967,  is  governed  by  the  Legislative  Audit  Act, 
contained  in  Title  5,  Chapter  13,  MCA.  Article  V,  Section  10  of  the  Montana  constitution  mandates  a 
legislative  post-audit  function.     The  office  works  under  the  supervision   of  the  Legislative  Audit  Committee. 

The  agency  is  divided  into  three  sections:  1)  the  Financial-Compliance  section,  which  performs  biennial 
audits  of  all  state  agencies,  an  annual  statewide  financial  audit,  and  biennial  federal  single  audit;  2)  the 
Performance  Audit  section,  which  conducts  audits  of  state  agencies  to  determine  program  effectiveness, 
efficiency,  and  compliance  with  established  laws,  rules,  goals,  and  objectives;  and  3)  the  Operations/Electronic 
Data  Processing  (EDP)  Audit  section,  which  evaluates  data  processing  systems  and  controls  independently 
and  in   conjunction    with   financial-compliance   and   performance   audits. 

LFA  Current  Level 

The  Legislative  Auditor's  fiscal  1994  budget  increases  by  $238,661  over  fiscal  1992  expenditures.  Most  of 
the  increase  is  in  personal  services  due  to  the  net  of:  1)  annualization  of  the  fiscal  1993  pay  increase; 
2)  vacancy  savings  experienced  in  fiscal  1992;  and  3)  elimination  of  4.0  FTE  (3.0  of  which  were  vacant 
during  the    1993  biennium)   to   comply   with   the   5   percent  reduction   requirement  in   House   Bill   2. 

The  operating  expense  increase  is  in  contracted  services:  1)  a  $41,924  increase  in  consultant  services  costs 
to  fund  a  peer  review  audit,  two  actuarial  contracts  necessary  for  the  state  fund  audit,  and  computer  work 
on  the  agency  system  that  interfaces  with  statewide  accounting  and  payroll  records;  2)  a  $12,000  increase 
in  contract  audit  costs  due  to  non-expenditure  of  funds  budgeted  for  this  purpose  in  fiscal  1992;  and  3) 
a  $6,600  increase  in  insurance  and  bond  fixed  costs.  Fiscal  1995  operating  expenses  decrease  compared 
to  the  fiscal  1994  budget  because  $28,000  of  consultant  costs  and  $12,000  for  contract  audits  are  not 
continued. 

Equipment  consists  of  miscellaneous  office  equipment  and  replacement  computer  equipment  (monitors,  hard 
drives,  and  keyboards)  not  included  in  the  Legislative  Branch  Central  Network  budget.  The  agency  request 
for  most  replacement  computer  equipment  and  software  is  included  in  the  Legislative  Branch  Central 
Network   budget   submitted  by   the   Legislative   Council. 
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Funding 

Legislative  Auditor  operations  are  funded  48  percent  general  fund  and  52  percent  state  special  revenue 
collected  from  audited  agencies.  In  the  1993  biennium,  the  funding  split  was  49  percent  general  fund  and 
51   percent  state   special   revenue. 

The  following  table  shows  actual  and  projected  revenues,  expenditures,  and  ending  fund  balance  in  the 
agency's   state   special   revenue   account  for  the  past  five  years. 


Table  1 

Legislative  Auditor 
State  Special  Revenue  Account  Activity 

1988-1992 

Fiscal 
1988 

Fiscal 
1989 

Fiscal 
1990 

Fiscal 
1991 

Fiscal 
1992 

Projected 
Fiscal  1993 

Beginning  Balance 

$290,611 

$369,908 

$313,327 

$344,510 

$296,969 

$401,442 

Revenue 

Expenditures 

Adjustments 

1,031,537 
(952,240) 
0 

964,605 
(1,021,186) 
0 

1,067,590 
(1,036,407) 
0 

1,005,356 
(1,052,897) 
0 

1,454,047 
(1,329,814) 
(19,760) 

1,243,184 
(1,366,148) 
0 

Ending  Balance 

$369,908 

$313,327 

$344,510 

$296,969 

$401,442 

$278,478 

Revenues  include  audit  fees  assessed  state  agencies  and  unanticipated  fees  collected  from  special  request 
audits.  Fiscal  1992  adjustments  is  the  net  of:  1)  the  transfer  of  $22,159  to  the  general  fund  reflecting 
January    1992   special   session   action;  and   2)   the   reversal   of  $2,339   of  prior  year  expenditures. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

LEGISLATIVE  FISCAL  ANALYST 

Current            Current 
Level                 Level                  LFA              Executive 
Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Di  Dure  nee 
Exec.-LFA 

FTE 

17.50 

17.50 

18.00 

17.00 

17.00 

17.00 

17.00 

Personal  Services 
Operating  Expenses 
Equipment 

675,673 

112,794 

576 

673,800 

89,396 

576 

742,566 

132,823 

1,000 

724,263 

138,640 

3,500 

724,263 

138,640 

3,500 

729,609 

130,651 

3,500 

729,609 

130.651 

3,500 

Total  Costs 

$789,043 

$763,772 

$876,389 

$866,403 

$866,403 

$863,760 

$863,760 

Fund  Sources 

789.043 
$789,043 

763.772 
$763,772 

876,389 
$876,389 

866.403 
$866,403 

866.403 
$866,403 

863.760 
$863,760 

863.760 
$863,760 

General  Fund 
Total  Funds 

Agency  Description 

The  Office  of  the  Legislative  Fiscal  Analyst  (LFA)  was  established  in  1974  to  provide  fiscal  analysis  of 
state  government  and  to  accumulate,  compile,  analyze,  and  furnish  information  bearing  upon  the  financial 
matters  of  the  state  and  policy  issues  of  statewide  importance.  The  duties  of  the  office  are  provided  in 
the  Legislative  Finance  Act  (Title  5,  Chapter  12,  MCA),  which  also  established  the  Legislative  Finance 
Committee,   which   oversees   the   operation   of  the   office. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget 
Amendment 

One  Time       Language     Non-Budget     Statutory 
Approp.           Approp.      Expenditures      Approp. 

All  Other     Current  Lvl 
Approp.        Fiscal  1992 

FTE                               17.50 

17.50 

Expenditure          789,044 

25,272 

763,772 

General 
Fund 

State  Special 
Fund 

Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding                 789.044 

25,272 

763,772 

Adjustments   to  Actual   Expenditures 

The  agency  had  expenditures  from  two  one-time  appropriations  excluded  from  its  current  level  1992  base: 
1)  $18,858  of  January  1992  special  session  costs;  and  2)  $6,414  spent  on  the  House  Bill  142  Postsecondary 
Education  Study.  The  difference  in  actual  expenditures  shown  in  this  table  and  the  table  above  is  due 
to  rounding. 

Executive   Budget  Comparison 

Section  17-7-122(2),  MCA,  requires  budget  requests  from  legislative  branch  agencies  be  included  in  the 
Executive    Budget   without   changes. 
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LEGISLATIVE  FISCAL  ANALYST 

Program  Summary 

Actual               Current 
Expenditures          Level 
Budget  Item                               Fiscal  1992       Fiscal  1992 

Current 
Level 

Fiscal  1993 

Analysis  And  Review 

LFA              Executive 
Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

17.50 

675,673 

112,794 

576 

$789,043 

789.043 
$789,043 

17.50 

673,800 

89,396 

576 

$763,772 

763.772 
$763,772 

18.00 

742,566 

132,823 

1,000 

$876,389 

876.389 
$876,389 

17.00 

724,263 

138,640 

3,500 

$866,403 

866,403 
$866,403 

17.00 

724,263 

138,640 

3,500 

$866,403 

866,403 

$866,40.! 

17.00 

729,609 

130,651 

3,500 

$863,760 

863.760 
$863,760 

17.00 

729,609 

130,651 

3.500 

$863,760 

863.760 
$863,760 

(0.50 

50,463 

49,244 

2.924 

$102,631 
102.631 

General  Fund 
Total  Funds 

$102,631 

Program   Description 

The  Office  of  the  Legislative  Fiscal  Analyst  (LFA)  was  established  in  1974  to  provide  fiscal  analysis  of 
state  government  and  to  accumulate,  compile,  analyze,  and  furnish  information  bearing  upon  the  financial 
matters  of  the  state  and  policy  issues  of  statewide  importance.  The  duties  of  the  office  are  provided  in 
the  Legislative  Finance  Act  (Title  5,  Chapter  12,  MCA),  which  also  established  the  Legislative  Finance 
Committee,   which   oversees   the   operation   of  the  office. 

LFA  Current  Level 

While  the  agency  budget  increases  over  fiscal  1992  expenditures  due  to  the  1993  biennium  pay  plan 
increase,  vacancy  savings  experienced  in  fiscal  1992,  and  continuation  of  two  biennial  appropriations,  the 
fiscal    1994   and    1995  budget  requests   are   less   than   the   fiscal    1993   appropriation. 

The    agency   requests   the   elimination   of  a   0.5    FTE    secretarial    position,   which    was   held   vacant  in   fiscal 

1992  to  meet  special  session  budget  reductions.  That  position  was  authorized  at  1.0  FTE  in  fiscal  1993 
due  to  increased  workload  in  the  session  year.  However,  the  position  will  remain  vacant  throughout  fiscal 
1993. 

Personal  services  increase  due  to  annualization  of  the  fiscal  1993  pay  plan  and  $36,386  of  vacancy  savings 
generated   in   fiscal    1992   to   comply   with   January   special   session   action. 

Most  operating  expenses   requested  for  the   1995  biennium   are   equal   to   or  less   than   appropriated  for  the 

1993  biennium.  However,  fixed  costs  (insurance,  rent,  and  capital  grounds  maintenance)  increase  by 
approximately   $3,200   over  fiscal    1992   levels. 

For  several  biennia,  the  legislature  has  approved  a  biennial  appropriation  of  $20,000  to  hire  consultants 
or  expert  assistance  to  deal  with  unexpected  issues  that  may  confront  the  legislature.  Although  no 
expenditures  have  been  made  from  this  contingency  appropriation  in  the  1993  biennium,  this  biennial 
appropriation  is  continued  in  the  1995  biennium  at  $18,700,  which  reflects  the  reduction  imposed  during 
special   session. 

The  1991  legislature  approved  a  second  biennial  appropriation  of  $20,000  for  computer  costs  associated  with 
legislative  requests.     No  funds  have  yet  been   spent  for  this  purpose,  but  the  agency  anticipates  legislative 
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requests  prior  to  and  during  the  1993  session.  This  legislative  requests  biennial  appropriation  is  continued 
in   the   1995  biennium   at  $18,700,   which   reflects   special   session   reductions. 

After  excluding  the  biennial  appropriations  in  fiscal  1994,  operating  expenses  in  fiscal  1995  increase  over 
1994  by  approximately  $30,000  due  to  cyclical  costs  associated  with  the  legislature  including  printing, 
computer   processing,   and   data  processing  supplies. 

Equipment  includes  minor  office  equipment  and  furniture  each  year  of  the  biennium.  The  agency's  request 
for  replacement  computer  equipment  and  software  is  included  in  the  Legislative  Branch  Central  Network 
budget,   submitted  by  the  Legislative  Council. 

Funding 

The   agency  is  funded   entirely  from   the  general  fund. 
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LEGISLATIVE  COUNCIL 

Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

45.70 

45.70 

55.70 

42.97 

42.97 

48.14 

48.14 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

1,511,382 

1,200,313 

194,157 

2,000 

1,494,882 
979,159 
140,611 

1,661,482 
716,502 
108,502 

1,653,511 

1,568,204 

329,031 

1,653,511 

1,568,204 

329,031 

1,706,364 
643,241 
362,231 

1,706,364 
643,241 
362,231 

Total  Costs 

$2,907,853 

$2,614,652 

$2,486,486 

$3,550,746 

$3,550,746 

$2,711,836 

$2,711,836 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

1,827,047 
1.080.806 

1,550,455 
1.064.197 

1,981,003 
505.483 

2,654,033 
896.713 

2,654,033 
896.713 

2,294,085 
417.751 

2,294,085 
417.751 

Total  Funds 

$2,907,853 

$2,614,652 

$2,486,486 

$3,550,746 

$3,550,746 

$2,711,836 

$2,711,836 

Agency  Description 

The  Legislative  Council  provides  support  services  to  the  legislature  under  supervision  of  an  eight-member 
bipartisan  committee  composed  of  four  members  of  the  House  of  Representatives  and  four  members  of  the 
Senate.  Council  services  include:  bill  drafting  and  the  engrossing  and  enrolling  of  bills;  printing  and 
distribution  of  legislative  proceedings,  session  laws,  and  journals  of  the  House  and  Senate;  provision  of 
legislative  research  and  reference  services;  legal  counseling  for  the  legislature;  committee  staffing;  provision 
of  interim  investigation  authority;  service  as  the  agency  of  interstate  cooperation;  preparation  and  publication 
of  the  Montana  Code  Annotated  statute  text  and  annotations;  review  of  the  text  of  proposed  ballot 
measures   and   proposed   administrative   rules;   and   other   services   as   assigned  by   the   legislature. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget          One  Time       Language     Non-Budget     Statutory 
Amendment      Approp.           Approp.      Expenditures     Approp. 

All  Other     Current  Lvl 
Approp.       Fiscal  1992 

FTE 

45.70 

45.70 

Expenditure 

2,907,854 

164,124                 7,734 

121,350        2,614,646 

General 
Fund 

State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding 

2,907,854 

276,598              16.610 

2.614,646 

Adjustments   to  Actual   Expenditures 


The  agency's  fiscal  1992  expenditures  were  reduced  by  $293,208  to  remove  non-continuing  expenditures  from 
the  current  level  base.  The  difference  in  the  current  level  total  shown  in  this  table  and  the  table  above 
is   due   to   rounding. 

One-time  only  expenditures  removed  from  the  current  level  base  include:  1)  general  fund  expenditures  of 
$98,081  for  the  Reapportionment  Technical  Support  budget  modification,  $43,429  for  the  January  1992 
special  session  feed  bill,  and  $13,738  for  the  Galen/Warm  Springs  study  authorized  in  House  Bill  966;  and 
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Legislative   Council  Summary 

2)  state  special  revenue  expenditures  of  $8,876  of  workers  compensation  funds  for  the  Joint  Select 
Commission   on    Workers   Compensation    authorized   in    House   Bill    251. 

The  agency  spent  $7,734  of  weather  modification  state  special  revenue  funds  in  fiscal  1992  from  a  language 
appropriation  in  House  Bill  508  to  pay  a  portion  of  the  cost  of  Montana's  participation  in  the  Pacific 
Northwest  Economic   Region   Conference. 

Other  general  fund  expenditures  removed  from  the  fiscal  1992  current  level  base  include:  1)  $119,350  for 
costs  associated  with  the  1991  regular  session;  and  2)  a  $2,000  administrative  appropriation  to  the  state 
library  for  cost  of  support  services  necessary  for  the   Reapportionment  Technical   Support  modification. 

Executive  Budget  Comparison 

Section  17-7-122(2),  MCA,  requires  budget  requests  from  legislative  branch  agencies  be  included  in  the 
Executive   Budget  without  changes. 
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Legislative  Council 

Budget  Modification 

Executive  Bi 

adget  Modifications 

Fiscal  1994 

Fiscal  1995 

p 

G       FTE 

General 
Fund 

Total 
Funds 

FTE 

General 
Fund 

Total 

Funds 

1  Council  Pay  Plan  Base 
Totals 

10 

$54,668 
$54,668 

$54,668 
$54,668 

$78,808 
$78,808 

$78,808 
$78,808 

Executive  Budget  Modifications 

1)  Council   Pay  Plan   Base   -  The   Executive   Budget  includes  this  modification   which   adds  $133,476  general 
fund  for  the   Council's  internal   pay  plan   increases   in   the    1995  biennium. 
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LEGISLATIVE  COUNCIL 

Program  Summary 

Actual 
Expenditures 
Budget  Item                             Fiscal  1992 

Current 
Level 

Fiscal  1992 

] 

Current 

Level 

Fiscal  1993 

legislative  Council  Feed  Bill 

LFA               Executive               LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscul  1995 

LFA 
Change 
92  --  94 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Personal  Services 
Operating  Expenses 

9,254 
153,524 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

0 
0 

Total  Costs 

$162,779 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Fund  Sources 

General  Fund 

162.779 

0 

0 

0 

0 

0 

0 

0 

Total  Funds 

$162,779 

$0 

$0 

$0 

$0 

$0 

$0 

$0 

Program  Description 

The  Legislative  Council  Feed  Bill  program  provides  service  support  to  the  legislature  including:  1)  the 
printing  and  distribution  of  legislative  proceedings  and  other  related  documents;  2)  provision  of  legislative 
telephones;   and   3)   operation   of  the   legislative   information   office. 

LFA  Current  Level 

Since  the  legislative  "feed  bill"  is  a  separate  appropriation  bill  and  not  part  of  the  general  appropriations 
act,   it  is  not  included   in   the   LFA  current  level. 
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LEGISLATIVE  COUNCIL 

Program  Summary 

Actual 
Expenditures 
Budget  Item                            Fiscal  1992 

Current 
Level 

Fiscal  1992 

] 

Current 

Level 

Fiscal  1993 

interim  Studies  &  Conferences 

LFA               Executive               LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 

Total  Costs 

Fund  Sources 

2.00 

34,749 
173.556 

$208,305 

179,695 
28.610 

$208,305 

2.00 

27,503 
150.458 

$177,961 

165,961 
12.000 

$177,961 

2.00 

0 
0 

$0 

0 
0 

$0 

2.47 

79,507 
590.109 

$669,616 

665,007 
4.609 

$669,616 

2.47 

79,507 
590.109 

$669,616 

665,007 
4.609 

$669,616 

2.47 

0 
0 

$0 

0 
0 

$0 

2.47 

0 
0 

$0 

0 
0 

$0 

0.47 

52,004 
439.651 

$491,655 

499,046 
(7.391 

General  Fund 
State  Revenue  Fund 

Total  Funds 

$491,655 

Program   Description 

The  Interim  Studies  and  Conferences  program  monitors  and  processes  the  expenditures  of  legislative  interim 
committees  and  conferences.  Included  in  the  program  are:  1)  limited  support  of  interim  studies  activities 
established  under  sections  5-5-202  through  5-5-217,  MCA;  2)  support  of  interstate  cooperation  activities 
of  the  legislature;   and   3)   support  of  other  legislative   activities  for   which   appropriations   are   made. 

LFA  Current  Level 

The  Interim  Studies  and  Conferences  program  is  funded  through  a  biennial  appropriation.  The  program's 
appropriation  for  the  1995  biennium  is  $491,655  more  than  fiscal  1992  expenditures.  However,  fiscal  1992 
expenditures  are  50  percent  of  the  1993  biennium's  $356,046  appropriation,  which  reflects  reductions  from 
both   special   sessions. 

The  program's  1995  biennium  appropriation  is  $313,570  more  than  the  1993  biennium  appropriation  adjusted 
for  special  session  action.  After  reinstating  $137,361  of  special  session  reductions,  most  of  the  biennial 
increase  is  related  to  fully  funding  Montana's  participation  in:  1)  the  National  Conference  of  State 
Legislatures;  2)  the  Council  of  State  Governments;  and  3)  the  Pacific  Northwest  Economic  Region.  A  new 
committee  budget  for  the  JTPA  Review  Committee  has  been  added  to  the  Interim  Studies  and  Conferences 
program   in   the    1995  biennium. 

FTE  increase  by  0.47  because  a  new  method  of  FTE  calculation  is  used.  Previously,  the  agency  requested 
2.0  FTE  for  the  biennium  to  cover  personal  serviees  costs  associated  with  legislators'  participation  in 
interim  studies  and  conferences.  For  the  1995  biennium,  the  agency  has  divided  its  salary  request 
($73,393  not  including  benefits)  by  the  statutorily  set  legislator  salary  (grade  8,  entry  level)  to  calculate 
the   number  of  FTE. 
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Table  1  provides  a  1993  biennium 
appropriation  to  1995  biennium 
budget  comparison  for  the  Interim 
Studies  and   Conferences   program. 

Funding 

All  interim  studies  and  conference 
activities  are  funded  by  general  fund 
with  the  exception  of  the  Coal  Tax 
Oversight  Subcommittee,  which  is 
funded  by  coal  tax  state  special 
revenue  funds. 

In  the  1993  biennium,  the 
legislature  used  $12,000  of  coal  tax 
funds  for  the  Regional  Conferences 
budget  and  used  general  fund  to 
support  the  Coal  Tax  Oversight 
Subcommittee.  State  special  revenue 
decreases  in  the  1995  biennium  due 
to  elimination  of  the  Regional 
Conferences  budget  and 

reinstatement  of  coal  tax  support  of 
the  Coal  Tax  Oversight 

Subcommittee  at  a  lower  level  than 
appropriated  in   past  biennia. 


Table  1 

Interim  Studies  and  Conferences 

Comparison  - 1993  Biennium  Appropriation  to 

1995  Biennium  Budget 


1993  1995         Increase/ 

Biennium    Biennium    (Decrease) 


2.00 


FTE 

Interim  Standing  or  Temporary  Committees 

Joint  Interim  Committees 

Statewide  Issues 

Districting  and  Apportionment  Commission 

State-Owned  Aircraft  Study 

Permanent  Statutory  Committees 
Revenue  Oversight  Committee 
Coal  Tax  Oversight  Subcommittee 
Select  Committee  on  Indian  Affairs 
JTPA  Review  Committee 

Interstate  Cooperation 

National  Conference  of  State  Legislators 

Salary 

Dues 

Travel  &  Training 
Council  of  State  Governments 

Salary 

Dues 

Travel  &  Training 
Commission  on  Uniform  State  Laws 
Northwest  Economic  Region  Conference 
Regional  Conferences 


Subtotal 

Plus  Inflation 

Less  January  1992  Special  Session  Reduction      ($37,361) 

Less  July  1992  Special  Session  Reduction 


2.47 


Total  Expenses 

Funding 

General  Fund 

State  Special  Revenue 

Total  Funding 


0.47 


$82,470 
25,000 
43,000 
12,000 

$89,762 

25,000 

0 

0 

$7,292 

0 

(43,000) 

(12,0001 

37,983 
0 

14,048 

7,200 

0 

42,958 
4,609 

14,464 
7,193 
6,582 

4,975 

4,609 

416 

(7) 

6,582 

14,458 

118,608 

56,640 

14,880 

128,188 

64,320 

0 

422 

9,580 

7,680 

0 

14,880 

96,400 

65,640 

5,000 

31,324 

(32.000: 

0 

0 

0 

30,000 

20,000 

32.000 

14,880 
96,400 
65,640 
35,000 
51,324 
0 

$661,200 

$493,407 

$167,793 

($37,361) 
(100,000) 

$8,416 

$8,416 

37,361 

100,000 

$356,046 

$669.616 

$313.570 

$344,046 
12,000 

$665,007 
4,609 

$320,961 
(7,391 ; 

mim_    $669.616        $313.570 
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LEGISLATIVE  COUNCIL 

Program  Summary 

Actual 
Expenditures 
Budget  Item                            Fiscal  1992 

Current 
Level 

Fiscal  1992 

Legislative  Council  Operations 

Current 
Level                  LFA              Executive              LFA 
Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

43.70 

43.70 

53.70 

40.50 

40.50 

45.67 

45.67 

(3.20 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

1,467,377 

873,233 

194,157 

2,000 

1,467,379 

828,701 

140,611 

0 

1,661,482 

716,502 

108,502 

0 

1,574,004 

978,095 

329,031 

0 

1,574,004 

978,095 

329,031 

0 

1,706,364 

643,241 

362,231 

0 

1,706,364 

643,241 

362,231 

0 

106,625 

149,394 

188,420 

Q 

Total  Costs 

$2,536,768 

$2,436,691 

$2,486,486 

$2,881,130 

$2,881,130 

$2,711,836 

$2,711,836 

$444,439 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

Total  Funds 

1,484,572 
1.052.196 

$2,536,768 

1,384,494 
1.052.197 

$2,436,691 

1,981,003 
505.483 

$2,486,486 

1,989,026 
892.104 

$2,881,130 

1,989,026 
892.104 

$2,881,130 

2,294,085 
417.751 

$2,711,836 

2,294,085 
417.751 

$2,711,836 

604,532 
(160.093 

$444,439 

Program   Description 

The  Legislative  Council  Operations  program  was  reorganized  during  the  1993  biennium  to  include  the 
former  Reimbursable  Activities  program.  The  reorganized  program:  1)  provides  for  overall  policy  direction 
of  the  agency  through  the  Legislative  Council;  2)  publishes  and  distributes  the  Montana  Code  Annotated 
text,   annotations,   and   ancillary   publications;  and   3)   provides   personnel   to   support  agency   programs. 

LFA  Current  Level 

The  former  Reimbursable  Activities  program  was  merged  into  the  Legislative  Council  Operations  program 
at  the  beginning  of  the  1993  biennium.  Its  fiscal  1992  state  special  revenue  expenditures  of  $593,470  are 
included   in   fiscal    1992   columns   in   the   table   above. 

The  Legislative  Council  Operations  program  also  contains  the  Legislative  Branch  Central  Network  budget, 
detailed  in  Table  2,  which  includes  $698,081  over  the  biennium  in  operating  expenses  and  equipment. 
A  legislative  branch  computer  system  plan  is  required  by  Title  5,  Chapter  11,  Part  4,  MCA.  The 
Legislative  Branch  Computer  Systems  Planning  Council  developed  a  plan  in  accordance  with  the  statutory 
requirements,  and  the  Legislative  Branch  Central  Network  budget  funds  1995  biennium  costs  associated  with 
that  plan. 

FTE  decrease  in  fiscal  1994  due  to  the  elimination  of  3.2  FTE  to  comply  with  the  5  percent  reduction 
requirement  in  House  Bill  2.  Three  of  the  eliminated  positions  were  held  vacant  the  entire  1993 
biennium. 

In  fiscal  1995,  FTE  increase  by  5.17  to  reflect  additional  staff  requirements  associated  with  the  legislative 
session.  In  previous  biennia,  the  agency  has  been  authorized  an  additional  10.0  FTE  during  the  session 
year.  In  the  1995  biennium,  additional  session  staff  has  been  reduced  by  4.83  FTE.  One  of  these  FTE, 
budgeted  at  $17,666,  was  eliminated  along  with  3.2  FTE  in  fiscal  1992  to  comply  with  the  5  percent 
reduction  requirement  in  House  Bill  2.  The  other  3.83  FTE  were  eliminated  to  more  accurately  reflect 
session   staff  needs. 

Personal  services  increase  over  fiscal  1992  due  to  the  net  of  annualizing  fiscal  1993  pay  plan  increases 
and   eliminating   a   0.2   FTE   in   fiscal    1994   whose   salary   was   included   in   fiscal    1992   expenditures. 
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Operating  expenses  increase  by  $149,394  due  to:  1)  a  $105,986  increase  in  contracted  services  including 
a  $40,000  increase  in  computer  costs  and  a  $55,000  increase  in  publishing  costs;  2)  a  $30,000  increase 
in  repair  and  maintenance;  and  3)  a  $10,000  increase  in  travel.  Some  of  the  computer  cost  increase  and 
most   of  the   repair   and   maintenance   increase   is   due   to   the   Legislative    Branch    Central   Network   budget. 

Operating  expenses  decrease  in  fiscal  1995  because  approximately  $335,000  budgeted  in  fiscal  1994  for 
publication   of  the   Montana   Code   Annotated   does  not  continue. 

Equipment  increases  due  to  the  Legislative  Branch  Central  Network  budget,  which  adds  $302,681  in  fiscal 
1994  and  $338,880  in  fiscal  1995.  The  Legislative  Council  has  included  approximately  $50,000  over  the 
biennium  for  code  production  equipment,  miscellaneous  office  equipment,  and  computer  equipment  not 
contained  in   the   Legislative   Branch   Central   Network  budget. 


Fiscal  1992  transfers  consist  of  the 
administrative  appropriation  to  the  State 
Library  for  reapportionment  support 
services,  which  is  not  continued  in  the 
1995  biennium. 

Table  2  provides  a  breakdown  of  the 
total  Legislative  Branch  Central  Network 
budget. 

In      the      Legislative      Branch      Central 

Network    budget:    1)    contracted    services 

consists     of    network     service     and     tape 

storage    charges;    2)    supplies    represents 

backup    tapes,    tape    drive    cleaners,    and 

other     supplies     necessary     to     maintain 

branch    file    servers;    3)    repair    and    maintenance    includes    funds    for    the    network    file    server,    network 

administrator  workstation,   and  portable  computer  maintenance  costs  (hardware  repair  and  maintenance  for 

existing  equipment  is   contained  in   individual   agency  budgets);  4)  training  consists  of  file   server  hardware 

and   software  training  for  network   administrators;  and  5)   software  and  equipment  is  the  level   required  to 

implement  and   maintain   the  branch-wide  network. 


Table  2 
Legislative  Branch  Central  Network  Budget 

FY  1994 
Object  of  Expenditure         Budget 

FY  1995 
Budget 

L995  Biennium 
Total 

Contracted  Svcs                          $6,878 
Supplies                                           2,852 
Repair/Maintenance                   13,530 
Training                                          5,000 
Software                                        56,091 
Equipment                                 246,590 

TOTAL                                    $330,941 

$6,878 
2,852 

13,530 
5,000 

61,090 
277,790 

$367,140 

$13,756 

5,704 

27,060 

10,000 

117,181 

524,380 

$698,081 

Table  3 

Legislative  Branch  Central  Network  Budget 

Biennial  Totals  by  Legislative  Branch  Agency 

Object  of  Expenditure 

Operating 
Expenses 

Equipment 

L995  Biennium 
Total 

Legislative  Auditor 
Legislative  Fiscal  Analyst 
Legislative  Council 
Environmental  Quality  Counci! 
Senate 
House 

TOTAL 

$19,404 

10,414 

25,127 

75 

750 

750 

$56,520 

$152,595 

122,256 

200,507 

21,025 

74,394 

70.784 

$641,561 

$171,999 

132,670 

225,634 

21,100 

75,144 

71.534 

$698,081 

Table  3  shows  the  allocation  of 
these  costs  among  the  legislative 
agencies. 

In  fiscal  1992,  the  Legislative 
Council  spent  $38,915  of  a  $69,530 
general  fund  appropriation  for  the 
Legislative  Branch  Computer 
Network  budget  modification. 
These  expenditures  are  included  in 
the  fiscal  1992  columns  on  the 
agency  and  program  tables  above. 
The  fiscal  1993  general  fund 
appropriation  for  the  Legislative 
Branch  Computer  Network 

modification   is  $70,166. 


Legislative   Council 


A-14 


Legislative  Council   Operations   Program 


Legislative   Council 


Legislative   Council    Operations   Program 


Funding 

The  Legislative  Council  Operations  program  is  funded  with  general  fund,  except  for  state  special  revenue 
which  supports  personal  services,  operating  expenses,  and  equipment  associated  with  publication  of  the 
Montana   Code  Annotated   and   auxiliary   publications. 

State  special  revenue  decreases  due  to  reallocation  of  funds  to  more  accurately  reflect  costs  of  publishing 
the  Montana  Code  Annotated  and  other  publications.  Sales  of  these  products  are  projected  to  generate 
$1.3   million   during  the    1995  biennium. 


Table  4  shows  revenue  to 
and  expenditures  from  the 
Reimbursable  Activities 

special  revenue  account  for 
the  past  five  years. 
Negative  adjustments  in 
fiscal  years  1988,  1989, 
and  1991  represent 

transfers  of  excess  cash  to 
the   general   fund. 


Table  4 

Reimbursable  Activities 

State  Special  Revenue  Account 


FY  1988       FY  1989       FY  1990       FY  1991        FY  1992 


Beginning  Balance       $413,865      $774,390      $268,186      $976,951      $315,716 


Revenue 

Expenditures 

Adjustments 

Ending  Balance 


933,711  48,773     1,005,461 

412,312         160,656         403,462 

(160.874)     (394.321)       106.766 


54,143     1,160,896 

171,402     1,052,196 

(543.976)       114.253 


$774,390      $268,186      $976,951      $315,716      $538,669 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

ENVIRONMENTAL  QUALITY  COUNCIL 

Current            Current 
Level                 Level                  LFA              Executive 
Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994      Fi 

LFA 
seal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

7.00 

7.00 

7.00 

7.00 

7.00 

7.00 

7.00 

Personal  Services 
Operating  Expenses 
Equipment 

239,361 

45,516 

4,154 

239,362 

45,518 

4,155 

235,048 

41,472 

2,500 

257,357 

68,009 

1.054 

253,330 

58,332 

1.054 

249,581 

49,866 

1.054 

253,608 

59,543 

1,054 

Total  Costs 

$289,032 

$289,035 

$279,020 

$326,420 

$312,716 

$300,501 

$314,205 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

278,111 
10.920 

278,114 
10.921 

279,020 

299,164 
27.256 

299,164 
13.552 

300,501 

300,501 
13.704 

Total  Funds 

$289,032 

$289,035 

$279,020 

$326,420 

$312,716 

$300,501 

$314,205 

Agency  Description 

The  Environmental  Quality  Council  (EQC),  created  in  1971  to  implement  provisions  of  the  Montana 
Environmental  Policy  Act  (MEPA  -  Title  75,  Chapter  1,  MCA),  consists  of  two  programs:  1)  the 
Environmental  Quality  Council  Program,  responsible  for  the  general  EQC  program  and  for  the  environmental 
quality  goals  established  in  MEPA;  and  2)  the  Water  Policy  Committee  Program,  responsible  for  advising 
the   legislature   on   state   water  policy.      The  Water  Policy   Committee   utilizes   EQC   staff  for   support. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp.            Budget          One  Time       Language     Non-Budget     Statutory 
Transfer      Amendment      Approp.           Approp.      Expenditure.'      Approp. 

All  Other     Current  Lvl 
Approp.        Fiscal  1992 

FTE 

7.00 

7.00 

Expenditure 

289,033 

289,033 

General      State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding 

289.033 

289.033 

Adjustments   to  Actual   Expenditures 

No  current  level  adjustments  were  made  to  the  agency's  fiscal  1992  actual  expenditures.  The  difference 
between   the  two   columns   on   this  table   and   the   table   above  is   due   to   rounding. 

Executive  Budget  Comparison 

Section  17-7-122(2),  MCA,  requires  budget  requests  from  legislative  branch  agencies  be  included  in  the 
Executive  Budget  without  changes.  Although  the  Executive  Budget  includes  the  Environmental  Quality 
Council's  budget  as  submitted,  it  offers  a  proposal  to  eliminate  funding  for  the  Water  Policy  Committee 
and  transfer  its  duties  to   the   State  Water   Plan   Advisory   Council. 


Environmental   Quality   Council 


Summary 


A-16 


Environmental   Quality   Council 


Summary 


1111  00  00000 

Executive  Budget  Modifications 

Environmental  Quality  Council                                                 Fiscal  1994 

Fiscal  1995 

P                         General              Total 
BudRet  Modification                              G       FTE             Fund                Funds 

FTE 

General 
Fund 

Total 

Funds 

1  Water  Policy  Committee  Initiative          02                                                        ($13,552) 
Totals                                                                                                                                  ($13,552) 

($13,704 

($13,704 

Executive  Budget  Modifications 

1)  Water  Policy  Committee  Initiative  -  The  Executive  Budget  includes  a  policy  initiative  to  modify  the 
Environmental  Quality  Council's  budget.  This  modification  would  eliminate  the  Water  Policy  Committee 
and  $27,256  of  RIT  reclamation  and  development  funding.  Duties  of  the  Water  Policy  Committee  would 
be  transferred  to  the  State  Water  Plan  Advisory  Council,  whose  members  are  currently  appointed  by  the 
Governor.  The  policy  initiative  also  proposes  amendments  to  current  law  so  that  legislative  leadership 
could  make  four  appointments   to   the   State  Water   Plan   Advisory   Council. 
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ENVIRONMENTAL  QUALITY  COUNCIL                Environmental  Quality  Program 

Program  Summary 

Actual              Current            Current 
Expenditures          Level                 Level                  LFA              Executive              LFA 
Budget  Item                             Fiscal  1992       Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  -  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 
Fund  Sources 
General  Fund 

Total  Funds 

6.75 

236,912 

37,045 

4,154 

$278,111 

278.111 
$278,111 

6.75 

236,912 

37,047 

4,155 

$278,114 

278.114 
$278,114 

6.75 

235,048 

41,472 

2,500 

$279,020 

279.020 
$279,020 

6.75 

249,308 

48,802 

1,054 

$299,164 

299.164 
$299,164 

6.75 

249,308 

48,802 

1.054 

$299,164 

299,164 
$299,164 

6.75 

249,581 

49,866 

1.054 

$300,501 

300.501 
^300^501 

6.75 

249,581 

49,866 

1,054 

$300,501 

300.501 
$300,501 

0.00 

12,396 
11,755 
(3.101! 

$21,050 

21.050 
$21,050 

Program   Description 

The  Environmental  Quality  Council  (EQC)  Program  is  charged  with  implementing  provisions  of  the  Montana 
Environmental  Policy  Act  (MEPA),  performing  numerous  other  statutory  duties,  and  completing  projects 
assigned  to  it  by  the  legislature.  The  EQC  reviews  state  agency  policies  and  programs  that  concern 
environmental  matters  and  natural  resource  development  and  conservation.  The  council  researches  and 
analyzes  environmental  trends  and  problems  and  recommends  ways  to  improve  the  state's  natural,  social, 
and  economic  environments.  It  assists  the  legislature  with  natural  resource  legislation  and  staffs  the 
natural   resources   standing  committees   and   the  Water   Policy   Committee. 

LFA  Current  Level 

The  Environmental  Quality  Program's  fiscal  1994  current  level  budget  increases  by  $21,050  over  fiscal  1992 
current  level  expenditures.  Personal  services  increase  by  $12,396  consisting  of:  1)  continuation  of  the  1993 
biennium  pay  plan  increases  in  the  1995  biennium;  2)  a  $2,000  increase  in  longevity  due  to  a  recently- 
discovered  error  in  longevity  calculations  for  two  long-time  employees;  and  3)  a  $1,500  increase  in  per 
diem. 

The  majority  of  the  increase  in  operating  expenses  is  due  to:  1)  the  addition  of  $5,922  to  travel,  which 
represents  full  funding  for  legislators'  travel  to  and  from  six  EQC  meetings  and  approximately  $3,000  for 
EQC  staff  travel;  2)  maintaining  $2,500  for  rent  each  year,  although  the  agency  has  not  yet  been  assessed 
a  rent  charge  by  DofA;  and  3)  a  $1,000  increase  in  printing  costs  for  publication  of  the  MEPA  training 
handbook. 

Fiscal   1992  equipment  expenditures  include  purchase  of  computer  equipment  to  conform  with  the  Legislative 

Automation    Plan.       The    agency's    computer    network    request    for    the    1995    biennium  is    included    in    the 

Legislative  Branch  Central  Network  budget,  submitted  by  the  Legislative  Council.  The  agency  budget 
request   includes  miscellaneous   office  equipment  and  furniture. 


Funding 


The   EQC   program   is   funded   entirely   with   general   fund. 
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ENVIRONMENTAL  QUALITY  COUNCIL  Water  Policy  Committee 

Program  Summary 

Actual  Current  Current                                                                                                                                        LFA 

Expenditure*!  Ixivol  lx;vcl                    LFA                Executive                I. FA  Executive            Change 

Budget  Item Fiscol  1992  Fiscal  1992  Fiscal  199,1  Fiscal  1994       Fiscal  1994       K1gcaM99fi  Fiscal  1995           92 -- 94 


FTE  0.25  0.25  0.25  0.25  0.25  0.25  0.25  0.00 

Personal  Services  2,449  2,450  0  8,049  4,022  0  4,027  5,599 

Operating  Expenses  8.471  8.471  0  19.207  9.530  0  9.677  10.736 


Total  Costs  $10,920  $10,921  $0  $27,256  $13,552  $0  $13,704  $16,335 

Fund  Sources 


State  Revenue  Fund  10.920  10.921  0  27.256  13.552  0  13.704  16.335 

Total  Funds  $10.920  $10.921  $0  $27.256  $13.552  $0  $13.704  $16,335 


Program  Description 

The  Water  Policy  program  was  established  to  operate  the  Water  Policy  Committee,  statutorily  created  by 
the  Forty-ninth  Legislature.  The  Water  Policy  Committee's  duties  include  advising  the  legislature  on  the 
state's  water  policy  and  on  important  state,  regional,  national,  and  international  developments  relating  to 
Montana's  water  resources;  overseeing  actions  of  the  Department  of  Natural  Resources  and  Conservation 
and  other  entities  as  they  relate  to  water  management;  analyzing  and  commenting  on  numerous  water- 
related  plans,  programs,   and  issues;  and  reporting  to  the  legislature  each  biennium. 

LFA  Current  Level 

Water  Policy  Committee  operations  are  funded  with  a  biennial  appropriation.  The  program  received  a 
biennial  appropriation  of  $25,393  for  the  1993  biennium.  Fiscal  1992  expenditures  were  less  than  half 
this  appropriation  due  to:  1)  lower-than-budgeted  attendance  at  committee  meetings;  and  2)  one  less 
committee  meeting  than  budgeted  to  comply  with  special  session  budget  reductions.  Most  of  the  1995 
biennium  increase  over  the   1993  biennium   appropriation  is  due  to  inflation   and  increased  photocopy  costs. 

Funding 

The  Water  Policy  Committee  is  funded  with  Resource  Indemnity  Tax  trust  (RIT)  interest  from  the 
reclamation   and   development  state   special   revenue   account. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

CONSUMER  COUNSEL 

Current            Current 
Level                 Level                  LFA              Executive 
Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

4.25 

4.25 

4.25 

4.25 

4.25 

4.25 

4.25 

Personal  Services 
Operating  Expenses 
Equipment 

216,007 

400,176 

5,665 

216,009 

400,180 

5,665 

225,540 

719,592 

1,710 

226,925 

718,045 

2,927 

226,925 

718,045 

2,927 

227,162 

719,594 

2.085 

227,162 

719,594 

2.085 

Total  Costs 

$621,849 

$621,854 

$946,842 

$947,897 

$947,897 

$948,841 

$948,841 

Fund  Sources 

621.849 

621.854 

946.842 

947.897 

947,897 

948.841 

948.841 

State  Revenue  Fund 

Total  Funds 

$621,849 

$621,854 

$946,842 

$947,897 

$947,897 

$948,841 

$948,841 

Agency  Description 

The  Office  of  the  Consumer  Counsel  was  created  by  Article  XIII,  Section  2  of  the  Montana  constitution 
and  is  governed  by  Title  5,  Chapter  15,  MCA,  and  Title  69,  Chapters  1  and  2,  MCA  The  Consumer 
Counsel  represents  consumer  interests  in  hearings  before  the  Public  Service  Commission.  The  Consumer 
Counsel  may  also  initiate,  intervene  in,  or  otherwise  participate  in  appropriate  proceedings  in  the  state  and 
federal   courts  and  in   proceedings  before  federal   administrative   agencies  on   behalf  of  the   Montana  public. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp.            Budget          One  Time       Language     Non-Budget     Statutory 
Transfer      Amendment      Approp.           Approp.      Expenditures      Approp. 

All  Other     Current  Lvl 
Approp.        Fiscal  1992 

FTE                                 4.25 

4.25 

Expenditure          621,849 

621,849 

General      State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding                 621.849 

621,849 

Adjustments   to  Actual  Expenditures 

No   current  level   adjustments   were   made   to  the   agency's  fiscal    1992   actual   expenditures.      The   difference 
in   the   current  level   total    shown   in   this   table   and   the   table   above   is   due   to   rounding. 

Executive  Budget  Comparison 

Section    17-7-122(2),    MCA,    requires   budget   requests   from    legislative   branch    agencies   be    included   in    the 
Executive   Budget  without   changes. 

Executive  Budget  Modifications 

1)  Utility   Economist  -  The   Executive   Budget  includes  this  modification   to   add    1.0   FTE   and   $108,303  for 
the  biennium   to  fund   a   utility   economist   position   and   associated   operating   expenses.      The    1.0   FTE   was 
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Consumer  Counsel 

Budget  Modification 

Executive  Budget  Modifications 

Fiscal  1994 

Fiscal  1995 

P                         General              Total 
G       FTE             Fund                Funds 

FTE 

General 
Fund 

Total 

Funds 

1  Utility  Economist 
Totals 

01           1.00                                       $54,270 
1.00                                       $54,270 

1.00 
1.00 

$54,113 
$54,113 

hired  in  fiscal    1993,   and  the  modification   would  continue  the  position   in   the   1995  biennium.      Funding  is 
from   the   Consumer  Counsel's   state   special   revenue   account. 
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CONSUMER  COUNSEL 

Program  Summary 

Actual 
Expenditures 
Budget  Item                            Fiscal  1992 

Current 
Level 

Fiscal  1992 

Administration  Program 

Current 
Level                   LFA               Executive               LFA 
Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

4.25 

4.25 

4.25 

4.25 

4.25 

4.25 

4.25 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

216,007 

400,176 

5,665 

216,009 

400,180 

5,665 

225,540 

719,592 

1.710 

226,925 

718,045 

2,927 

226,925 

718,045 

2.927 

227,162 

719,594 

2,085 

227,162 

719,594 

2,085 

10,916 

317,865 

(2.738 

Total  Costs 

$621,849 

$621,854 

$946,842 

$947,897 

$947,897 

$948,841 

$948,841 

$326,043 

Fund  Sources 

State  Revenue  Fund 
Total  Funds 

621.849 
$621,849 

621.854 
$621,854 

946.842 
$946,842 

947.897 
$947,897 

947,897 
$947,897 

948.841 
$948,841 

948.841 
$948,841 

326.043 

$326,043 

Program  Description 

The  Office  of  the  Consumer  Counsel  was  created  by  Article  XIII,  Section  2  of  the  Montana  constitution 
and  is  governed  by  Title  5,  Chapter  15,  MCA,  and  Title  69,  Chapters  1  and  2,  MCA.  The  Consumer 
Counsel  represents  consumer  interests  in  hearings  before  the  Public  Service  Commission.  The  Consumer 
Counsel  may  also  initiate,  intervene  in,  or  otherwise  participate  in  appropriate  proceedings  in  the  state  and 
federal   courts   and   in   proceedings  before  federal   administrative   agencies  on   behalf  of  the   Montana   public. 

LFA  Current  Level 


The    Consumer   Counsel's   fiscal    1994   budget   increases   $326,043    over   fiscal    1992    expenditures, 
services  increase  by   $10,916   due   to   annualization   of  the  fiscal    1993   pay   increase. 


Personal 


Operating  expenses  increase  by  $317,865.  Most  of  the  increase 
is  in  contracted  services:  1)  non-DofA  computer  processing 
increases  by  $1,720  for  WestLaw  usage  which  is  budgeted  at  the 
fiscal  1993  appropriated  level;  2)  court  reporter  transcripts, 
budgeted  in  the  "general"  category,  increase  by  $1,972  to 
approximate  five  year  historical  expenditures;  and  3)  consultant 
services  increase  by  $310,000,  which  includes  a  $100,000 
contingency  for  unanticipated  caseload  increases.  Table  1  shows 
consultant  services  expenditures  for  the  past  five  years,  the  fiscal 
1993  consultant  services  appropriation,  and  the  1995  biennium 
request. 

Equipment  includes  furniture,  office  equipment  and  software 
upgrades. 

Funding 

The  Consumer  Counsel  is  funded  by  a  tax  on  public  utilities, 
common  carriers,  railroads,  and  other  industries  regulated  by  the 
Public  Service   Commission. 


Table  1 

Consultant  Services 

Expenditures/Budget 

Fiscal  Year 

Expenditures/Budget4 

1988 

$398,073 

1989 

406,391 

1990 

357,676 

1991 

523,692 

1992 

331,199 

1993 

541,226 

1994 

541,226 

1995 

541,226 
elude  the  $100,000 

*Does  not  in 

contingency 
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JUDICIARY 

Agency  Summary 

Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

93.50 

91.50 

92.00 

92.50 

92.50 

92.50 

92.50 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

5,026,718 

1,001,750 

283,765 

2.916.744 

4,438,056 
993,100 
283,766 

2.646.833 

4,561,029 

1,199,154 

292,549 

2.985.405 

4,929,205 

1,105,313 

275,620 

3.143.290 

4,926,982 

1,274,474 

353,005 

3.143.290 

4,940,420 

1,127,922 

280,100 

3.291.290 

4,939,734 

1,273,780 

372,010 

3.291.290 

(2,909 
315,019 
169,295 

Total  Costs 

$9,228,978 

$8,361,755 

$9,038,137 

$9,453,428 

$9,697,751 

$9,639,732 

$9,876,814 

$481,405 

Fund  Sources 

8,184,776 

1,028,129 

16.072 

7,882,350 
479,405 

8,526,783 
511,354 

8,927,539 
525,889 

8,912,856 
784,895 

9,118,909 
520,823 

9,058,493 
818,321 

(75,099 
556,504 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

$9J228,978 

$8,361,755 

$9,038J37 

$9,453,428 

$9,697,751 

$9,639,732 

$9,876,814 

$481,405 

Agency  Description 


The  judicial  branch  of  state  government  is  provided  for  in  Article  III,  Section  I,  and  Article  VII  of  the 
1972  Montana  Constitution.  The  jurisdiction  of  the  Supreme  Court  consists  of  all  appellate  and  original 
jurisdiction  in  petitions  for  writs  of  habeas  corpus  and  other  such  writs,  general  supervisory  control  over 
all  courts,  and  rule  making  powers  for  Montana  courts.  The  court  also  supervises  the  reimbursement  to 
district  courts   of  certain   costs   of  criminal   cases. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget          One  Time       Language     Non-Budget 
Amendment      Approp.           Approp.      Expenditures 

Statutory 
Approp. 

All  Other     Current  Lvl 
Approp.        Fiscal  1992 

FTE 

93.50 

2.00 

91.50 

Expenditure 

9,228,978 

318,507 

532,488 

16,238        8,361,745 

General 
Fund 

State  Special      Federal       Cap.  Projects  Proprietary 
Fund                Fund                Fund                Fund 

Other 
Fund 

Current 
Unrestricted 

Funding 

9,228,978 

302,434           548,726              16,073 

8,361,745 

Adjustments  to  Actual  Expenditures 

Adjustments  of  $867,233  were  made  to  actual  expenditures  to  determine  a  fiscal  1992  current  level  base 
for  the  Judiciary.  Two  FTE  and  one-time  expenditures  totalling  $318,507  for  court  automation  authorized 
in  House  Bill  903  passed  by  the  1991  Legislature  were  removed.  General  fund  comprised  $302,434  of  the 
amount  and   federal   funds   $16,073. 

Statutorily  appropriated  state  special  revenue  expenditures  of  $532,488  for  judges'  retirement  were  removed. 
Section  19-5-404(1),  MCA,  directs  the  clerks  of  district  courts  and  the  clerk  of  the  Supreme  Court  to  remit 
certain   fees  to  fund  judges'  retirement. 
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Section  19-5-404(2),  MCA,  directs  the  state  to  contribute  funds  from  the  water  development  account  to  the 
judges'  retirement  fund  for  the  water  judge's  retirement.  The  Office  of  Budget  and  Program  Planning 
established  an  administrative  appropriation  to  move  water  development  funds  into  the  judges'  retirement 
fund.  Other  state  special  revenue  expenditures  of  $16,238  for  the  water  judge's  retirement  were  removed. 
The   difference   in   the   current  level   total   shown   in   this   table   and   the   table   above   is   due   to   rounding. 

The  Chiropractic  Legal  Panel  is  administratively  attached  to  the  Judiciary.  It  reviews  malpractice  claims 
or  potential  claims  against  chiropractic  physicians  to  facilitate  fair  and  equitable  disposition  of  such  claims. 
The  panel  is  funded  through  a  statutory  appropriation  (section  27-12-206(1),  MCA),  so  it  is  not  included 
in  the  LFA  current  level  base.  Fiscal  1992  expenditures  for  the  panel  were  $8,792  of  state  special 
revenue  from  assessments  set  by  the  executive  director  of  the  panel  and  paid  by  all  chiropractors  in  the 
state. 

Executive  Budget  Comparison 

The  Executive  Budget  is  $481,405  higher  over  the  biennium  than  the  LFA  current  level.  While  the 
Executive  Budget  is  about  $3,000  lower  in  personal  services  than  the  LFA  current  level,  it  is  $315,019 
higher  in  operating  costs  and  $169,295  higher  in  equipment.  The  following  narrative  highlights  the  major 
differences  between   the   two  budgets. 

Personal  Services  The  LFA  current  level  is  $13,294  higher  than  the  Executive  Budget  for  reimbursement 
for  retired  judges.  Retired  judges  are  called  in  to  take  cases  when  other  judges  are  unable  to  preside 
due  to  circumstances  such  as  illness  or  a  conflict  of  interest.  The  LFA  current  level  includes  the  three- 
year  average  of  actual  reimbursement  to  retired  judges,  while  the  executive  continues  fiscal  1992  actual 
costs.  Lower  benefits  and  insurance  costs  in  the  executive  current  level  budget  offset  part  of  this 
difference. 

Operating  Costs  The  Executive  Budget  includes  $119,503  more  in  contracted  services  over  the  biennium 
than  the  LFA  current  level  for:  1)  the  audit  of  the  District  Court  Criminal  Reimbursement  program  of 
about  $112,600;  2)  investigations  of  complaints  filed  against  judges,  contracted  services  related  to  the 
examination  for  admission  to  the  Montana  bar,  and  professional  presenters  for  training  of  judges  of  courts 
of  limited  jurisdiction  of  about  $49,600  in  the  Boards  and  Commissions  program;  and  3)  additional  printing 
and  contracting  with  professional  presenters  for  training  of  about  $12,100  in  the  District  Court  program. 
The  higher  contracted  services  in  the  executive  current  level  budget  are  partially  offset  by  amounts  that 
are  lower  than  the  LFA  current  level  for:  1)  production  and  sale  of  a  video  of  about  $18,000  in  the 
Water  Adjudication  program;  2)  automated  legal  data  base  searches  of  about  $19,000  in  the  Law  Library 
program;  and  3)  about  $8,000  in  the  Court  Administration  program.  The  remaining  difference  between 
the  executive  and  LFA  current  level  is  due  to  LFA  assessing  fixed  costs  to  the  Water  Adjudication 
program,  including  a  proportionate  share  of  the  legislative  audit,  grounds  maintenance  fees,  and  insurance 
and  bonds,   and  the   entire   share   of  fixed   costs   assessed   against  non-general   fund   sources. 

The  Executive  Budget  is  about  $107,000  higher  in  travel  than  the  LFA  current  level  in  the  following 
programs:  1)  $55,189  for  district  court  judges;  2)  $12,735  for  Supreme  Court  judges;  3)  $33,670  for  boards 
and  commissions;  and  4)  $1,540  for  the  Clerk  of  Court.  The  LFA  current  level  continues  the  fiscal  1992 
actual  level  for  travel  and  does  not  restore  operating  reductions  made  to  absorb  cuts  imposed  by  the 
special  sessions.  The  executive  includes  about  $38,000  for  dues  and  registration  fees  for  judicial  training 
conferences,   while   the   LFA  continues   expenditures   at  fiscal    1992   actual   levels. 

The  Executive  Budget  is  about  $22,000  higher  in  supplies  over  the  biennium  than  the  LFA  current  level. 
These  differences  are  for:  1)  photo  reproduction  supplies,  library  forms  and  other  supplies  in  the  Law 
Library   program   (about   $12,000);   2)   paper,   office   supplies,   and   photo   reproduction    supplies   in   the   Clerk 
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of  Court  program  (about  $5,400);  3)  photo  reproduction  supplies  in  Boards  and  Commissions  (about  $2,000); 
and   4)   office    supplies   in   the   Water  Adjudication    program    (about   $2,000). 

Equipment  The  Executive  Budget  includes  about  $80,000  over  the  biennium  for  personal  computers  for 
several  district  judges  each  year  of  the  biennium  while  the  LFA  does  not  include  any  computer  equipment 
for  district  judges  (see  Issues  section).  The  Executive  Budget  also  includes  about  $96,000  more  than  the 
LFA  current  level  for  book  inflation  in  the  law  library  (books  are  included  as  equipment  in  the  library 
budgets)  and  other  minor  equipment  purchases.  The  Executive  Budget  includes  about  $6,000  less  for 
shelving  in  the  Clerk  of  Court  program  and  $8,400  less  for  software  purchases  in  the  Water  Adjudication 
program. 

Funding  In  the  Executive  Budget,  general  fund  is  $75,099  lower  than  the  LFA,  but  $556,504  higher  in 
state  special  revenue  than  the  LFA  current  level  funding.  The  Executive  Budget  shifts  costs  to  state 
special  revenue  funds  that  were  budgeted  in  the  general  fund  by  the  1991  Legislature.  These  services 
include:  1)  automated  legal  database  searches;  2)  character  and  fitness  examinations;  and  3)  training  for 
judges  of  courts  of  limited  jurisdiction.  (See  Issues  section  of  narrative  for  an  expanded  discussion  of  this 
issue.) 

Supplemental 

The  Judiciary  is  requesting  $37,712  general  fund  to  support  the  cost  of  automated  legal  data  base  searches. 
Although  the  service  is  budgeted  in  and  paid  from  the  general  fund,  the  agency  charges  fees  to  persons 
who  use  the  service.  Fees,  augmented  by  a  10  percent  surcharge  imposed  by  the  January  1992  special 
session,  are  deposited  in  the  general  fund.  Database  usage  has  increased  at  an  annual  average  rate  above 
13  percent  over  the  last  three  fiscal  years.  Program  estimates  of  database  costs  for  fiscal  1993  anticipate 
expenditures  in   excess   of  the   appropriation. 

Judiciary  Budget  Request 

Section  17-7-122(3),  MCA  requires  the  executive  to  include  the  Judiciary  budget  request  in  the  budget 
submitted  by  the  Governor  to  the  legislature.  However,  expenditures  above  current  level  funding  need  not 
be  part  of  the  balanced  financial  plan  presented  in  the  Executive  Budget.  The  following  table,  presented 
of  informational  purposes,  shows  the  Judiciary  budget  request  by  program,  compared  to  fiscal  1992  actual 
expenditures  and  LFA  current  level.  The  LFA  current  level  budget  is  about  $736,000  lower  for  the 
biennium  than  the  Judiciary  budget  request.  The  difference  in  FTE  is  due  to  a  request  in  the  Law 
Library   program   for  an   additional   FTE   above   the   level   budgeted   by  the    1991   Legislature. 
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Table  A 
Supreme  Court  Budget  Request  Compared  to  Fiscal  1992  Actual  Expenditures  and  LFA 

Current  Level 


Program/Funding  Source 


—Fiscal  1994— 
FY92             Judicial  LFA 

Actuals Request Cur,  Level 


Difference 


—Fiscal  1995 
Judicial 
Request 


LFA 
Cur.  Level 


Di  (Terence 


FTE  93.5  92.5 

Supreme  Court  Operations     $1,467,334  $1,653,464  $1,612,404 

Boards  and  Commissions              224,167  300,172  257,064 

727,893  874,175  796,196 

2,617,642  3,029,860  2,908,966 

479,405  546,307  525,889 

164,746  189,086  177,106 

2,680.562  3,233,062  3.175.803 


Boards  and  Commissions 
Law  Library 
District  Courts 
Water  Adjudication 
Clerk  of  Court 
District  Court  Criminal 
Reimbursement 

Total  Cost 

General  Fund 

State  Special  Revenue 

Total  Funding 


(1.0) 

($41,060) 
(43,108) 
(77,979) 

(120,894) 
(20,418) 
(11,980) 
(57.259) 


93.5 

$1,648,272 
310,170 
895,813 

3,042,406 
541,913 
183,807 

3.381.069 


92.5 

$1,604,346 
265,113 
828,166 
2,920,214 
520,823 
177,265 
3.323.805 


(1.0) 

($43,926) 
(45,057) 
(67,647) 

(122,192) 

(21,090) 

(6,542) 

(57.264) 


$8,361,749       $9,826,126       $9,453,428         ($372,698)    $10,003,450       $9,639,732    ($363,718) 


$7,882,344       $9,016,800       $8,927,539 
479.405  809.326  525.889 


($89,261)      $9,196,240       $9,118,909      ($77,331) 
(283.437)  807.210  520.823      (286.387) 


$8,361,749       $9,826,126       $9,453,428         ($372,698)    $10,003,450       $9,639,732    ($363,718: 


Issues 


State  Special  Revenue 
The  Judiciary  has 
requested  that  a 

number  of  fee- 

reimbursed  activities 
budgeted  in  the  general 
fund  be  budgeted  in 
state  special  revenue. 
Table  B  lists  these 
activities,  actual  costs 
for  fiscal  1992,  and  the 
LFA  current  level 
budget  for  the  1995 
biennium.         The     LFA 

current  level  continues  these  activities  in  the  general  fund  as  budgeted  by  the  1991  Legislature.  The 
Judiciary  requested  and  the  Executive  Budget  funded  these  activities  in  the  state  special  revenue  fund. 
The  Judiciary  believes  that  it  will  be  easier  to  clearly  relate  expenditures  and  revenues  if  these  activities 
were  funded   with   state   special   revenue. 


Table  B 

Activities  Funded  by  State  Special  Revenue  in  the  Executive  Budget 

Fiscal  1992  Actual  Expenditures  Compared  to  LFA  Current  Level 

Activity 

FY92 
Actual 

LFA  Current  Level 
FY94                    FY95 

Automated  Legal  Database  Searches 
Courts  of  Limited  Jurisdiction 

Judges'  Training 
Character  and  Fitness  Exams 

Total 

$189,197 
36,612 

19.635 

$245,444 

$220,000 
36,900 

13.000 

$269,900 

$242,000 
36,900 

13.000 

$291,900 

From  a  central  statewide  perspective,  budgeting  activities  in  state  special  revenue  instead  of  the  general 
fund:  1)  restricts  flexibility  in  reacting  to  changing  budgetary  circumstances;  2)  makes  budgeting  and 
accounting  for  programs  more  complex;  and  3)  can  prevent  the  general  fund  from  receiving  the  revenue 
recouped   in   excess   of  program   costs. 
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Funding  for  Cyclical  Judges'  Certification  Rules  adopted  by  the  Supreme  Court  require  that  judges  of 
limited  courts  of  jurisdiction  be  certified  every  four  years  (Title  3  Chapter  1,  Part  15,  MCA).  The  LFA 
current  level  includes  $10,000  general  fund  in  fiscal  1995  to  fund  certification  testing.  This  amount  equals 
the  estimated  fiscal  1991  cost  and  is  funded  as  approved  by  the  1989  Legislature.  The  Executive  Budget 
includes  $17,000  state  special  revenue  for  the  testing,  funding  the  expenditure  from  fees  charged  to  judges 
seeking  certification.  The  legislature  may  wish  to  consider  whether  to  fund  the  required  testing  from  the 
general   fund   or   collect  fees  from  judges  being  certified. 

Personal  Computers  for  District  Court  Judges  The  Judiciary  requested  funding  for  personal  computers  for 
11  district  court  judges  each  year  and  the  Executive  Budget  includes  $80,289  general  fund  during  the 
biennium  for  personal  computers  for  six  district  court  judges  each  year.  Over  the  last  two  biennia,  the 
legislature  has  appropriated  funds  for  several  computerization  projects  in  the  Judiciary  including;  1) 
software  development  and  hardware  for  district  clerk  of  court  offices;  2)  personal  computers  and  software 
of  the  Water  Adjudication  program  with  personal  computers  and  employees.  However,  the  legislature  has 
not  appropriated  funds   for   personal   computers  for   district  court  judges. 

The  Judiciary  is  proposing  to  purchase  computers  first  for  judges  who  have  the  small  support  staff. 
Judges  would  use  computers  to  draft  opinions  and  do  legal  research.  District  judges  do  not  have  access 
to  the  computers  installed  in  district  clerk  of  court  offices,  as  those  machines  are  used  to  file  and  track 
cases. 

The  Executive  Budget  includes  about  $6,594  for  software  and  hardware  for  each  judge.  However,  an 
average  set-up-cost  of  $4,650  for  each  judge  is  adequate  to  buy  a  personal  computer,  monitor,  software, 
and  printer. 

Audit  Costs 

The  Judiciary  requested  and  the  Executive  Budget  includes  $56,278  each  year  of  the  biennium  for  an  audit 
of  the  District  Court  Criminal  Reimbursement  program.  Since  annual  audits  have  been  sporadically 
completed  and  there  are  no  audit-related  expenditures  recorded  in  the  base  year,  the  LFA  current  level 
does  not  include  audit  costs.  The  legislature  can  consider  several  options.  The  legislature  may  wish  the 
Judiciary  to  document  that  the  program  requires  an  audit  separate  from  the  biennial  legislative  audit. 
Under  the  single  audit  act,  it  is  unclear  why  the  legislative  audit  needs  to  be  supplemented.  If  the 
legislature  needs  to  budget  separately  for  the  audit  of  this  program,  it  could:  1)  line  item  the 
appropriation;  or  2)  add  language  to  allow  the  program  to  reduce  the  gTants  budget  by  the  amount  of  the 
audit. 


Judiciary  Summary 

A-27 


2110  0100000 

JUDICIARY 

Program  Summary 

Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

Supreme  Court  Operations 

LFA               Executive               LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  -•  94 

FTE 

30.00 

30.00 

30.00 

30.00 

30.00 

30.00 

30.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

1,143,352 

299,408 

24.573 

1,143,352 

299,410 

24.574 

1,129,611 

338,629 

30.460 

1,260,955 

326,684 

24.765 

1,263,702 

343,822 

27.616 

1,262,806 

316,581 

24.959 

1,265,829 

336,940 

27.616 

117,603 

27,274 

191 

Total  Costs 

$1,467,334 

$1,467,336 

$1,498,700 

$1,612,404 

$1,635,140 

$1,604,346 

$1,630,385 

$145,068 

Fund  Sources 

1.467.334 

1.467.336 

1.498.700 

1.612.404 

1.635.140 

1,604.346 

1.630.385 

145.068 

General  Fund 

Total  Funds 

$1,467,334 

$1,467,336 

$1,498,700 

$1,612,404 

$1,635,140 

$1,604,346 

$1,630,385 

$145,068 

Program  Description 


The  Supreme  Court  has  appellate  jurisdiction  for  the  State  of  Montana.  It  has  original  jurisdiction  to 
issue,  hear,  and  determine  writs  of  habeas  corpus  and  such  other  writs  as  may  be  provided  by  law.  In 
addition,  it  has  general  supervisory  control  over  all  other  courts  in  the  state.  The  Supreme  Court  is  also 
charged  with  establishing  rules  governing  appellate  procedure,  the  practice  and  procedure  for  all  other 
courts,  admission  to  the  bar,  and  the  conduct  of  its  members.  The  Supreme  Court  consists  of  a  chief 
justice  and  six  justices.  The  Supreme  Court  Operations  program  manages  day-to-day  operations  of  the 
Court. 

LFA  Current  Level 

Personal  services  costs  increase  $117,603  from  fiscal  1992  to  fiscal  1994  due  to  fully  funding  the  1993 
biennium  pay  plan  and  vacancy  savings  experienced  in  fiscal  1992.  The  1991  Legislature  passed  a  pay 
plan  for  state  employees  and  a  separate  pay  plan  for  judges  (Senate  Bill  228).  The  pay  plan  for  judges 
raised  salaries  incrementally  every  six  months  until  each  position's  annual  salary  is  $5,000  more  than  in 
fiscal    1990.      Fiscal    1992   salaries   do   not  reflect  the  full   annual   impact  of  the   pay  raise. 

Operating  costs  rise  due  to  increases  in:  1)  insurance  costs  of  about  $5,000  in  fiscal  1994  and  $7,700 
in  fiscal  1995;  2)  grounds  maintenance  fees  of  about  $5,800  annually;  3)  contracted  services  of  $5,000  for 
software  development  for  an  electronic  court  calendar  that  can  be  accessed  by  the  public;  4)  rent  of  $5,300 
in  fiscal  1994  and  $8,100  in  fiscal  1995;  5)  data  network  fees  of  about  $5,100  annually;  6)  computer 
processing  costs  of  about  $1,400  for  historic  usage  increases  of  legal  data  bases;  7)  inflationary  adjustments 
of  $1,154  in  fiscal  1995;  and  8)  legislative  audit  of  about  $15,800.  The  general  fund  portion  of  the 
legislative  audit  is  budgeted  for  $17,321  in  fiscal  1994  compared  to  actual  expenditures  of  $1,525  in  fiscal 
1992.  Operating  cost  increases  are  partially  offset  by  transfer  of  about  $13,000  in  consulting  services  for 
character  fitness  exams   to   the   Board   of  Bar  Examiners. 

Equipment  includes:  1)  purchase  of  8  personal  computers  each  year  for  automation  of  courts  other  than 
the  Supreme  Court;  2)  replacement  of  2  personal  computers  each  year;  3)  software  upgrades;  4)  replacement 
of  chairs;   and   5)  purchase   of  shelving. 

Table  1  shows  the  court  automation  portion  of  the  Supreme  Court  Operations  program.  This  function  is 
presented  separately  to  comply  with  legislative  intent  (see  LFA  Appropriations  Report,  1993  Biennium  page 
A-41).  The  1989  Legislature  passed  House  Bill  320  which  appropriated  $203,162  for  the  1991  biennium 
and   authorized   2.0   FTE   for   development   of  uniform    software   packages   and   computer   training  for  district 
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courts  and  courts  of  limited 
jurisdiction  and  for  acquisition  of 
hardware  and  software  for  a 
computerization  pilot  project  in  district 
courts.  The       1991       Legislature 

authorized  continuation  of  FTE  and 
funding  for  this   program. 

Personal  services  costs  increase  due  to 
a  vacancy  in  the  program.  Operating 
costs  increase  slightly  due  to 
inflationary  adjustments.  Equipment 
includes  purchase  of  eight  personal 
computers  each  year  of  the  biennium. 


Table  1 

Court  Automation 

Actual 

— Curren 

:  Level — 

Change 

Budget  Item 

FY  1992 

FY  1994 

FY  1995 

FY92  -  FY94 

FTE 

2.00 

2.00 

2.00 

0.00 

Personal  Services 

$60,634 

$72,486 

$72,487 

$11,852 

Operating  Expenses 

15,225 

15,423 

15,751 

198 

Equipment 

14.799 

14.852 

14.904 

53 

Total  Costs 

$90,658 

$102,761 

$103,142 

$12,103 

General  Fund 

$90,658 

$102,761 

$103,142 

$12,103 

In        addition         to        current        level 

expenditures,  the   1991   Legislature   passed   House   Bill   903  that  appropriated   $420,000  in  general  fund  and 

$200,000  in  federal  funds  for  additional   court  automation.      The  January   1992   special   session   reduced  the 

general    fund   appropriation    to    $386,400.      The   court   expended    $318,507    of  the   biennial    appropriation    as 

grants  to  counties  for  equipment  and  installation  of  personal  computers  in  the  district  clerk  of  court  offices. 

As   noted   previously,   these   were   one-time   expenditures   which   have   been    removed   from    the   current   level 

base. 

Some  of  the  grants  supplemented  or  matched  county  funds  available  for  such  purchases.  The  counties  own 
and  maintain  the  computer  equipment.  Judiciary  staff  estimate  that  15  district  clerk  of  court  offices  were 
automated   with   these   funds. 


Funding 

The   program   is  funded   entirely  from   the   general   fund. 
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Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

97,898 

125,303 

964 

97,898 

125,308 

965 

76,594 

154,683 

0 

108,389 

145,570 

3.105 

107,810 

189,260 

3,102 

108,390 

156,614 

109 

107,812 

201,056 

1,302 

10,491 

20,262 

2.140 

Total  Costs 

$224,166 

$224,171 

$231,277 

$257,064 

$300,172 

$265,113 

$310,170 

$32,893 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

224,166 
0 

224,171 
0 

231,277 
0 

257,064 
0 

232,153 
68.019 

265,113 
0 

222,873 
87,297 

32,893 
0 

Total  Funds 

$224,166 

$224,171 

$231,277 

$257,064 

$300,172 

$265,113 

$310,170 

$32,893 

Program  Description 


The  Boards  and  Commissions  program  oversees 
legislative  or  constitutional  mandate.  Boards  and 
commissions  manage  judicial  discipline,  rules, 
admission  to  the  bar,  and  various  other 
substantive  issues  aimed  at  improving  and 
maintaining  the  administration  of  justice.  Such 
commissions  and  boards  include:  the  Judicial 
Standards  Commission;  Sentence  Review  Division; 
Commission  on  Practice;  Board  of  Bar  Examiners; 
and  the  Judicial   Nominations  Commission. 

LFA  Current  Level 

Personal  services  costs  increase  $10,491  from  fiscal 
1992  to  1994  due  to  fully  funding  the  1993 
biennium  pay  plan  and  vacancy  savings 
experienced   in   fiscal    1992. 

Table  2  shows  the  program  budget  for  selected 
commissions  and  boards.  The  current  level 
budget  for  the  Commission  on  Practice  increases 
due     to     inflationary     adjustments.  Equipment 

includes  file   cabinets. 

Personal  services  for  the  Board  of  Bar  Examiners 
shows  the  largest  change  of  the  four  program 
components  due  to  a  vacancy  in  fiscal  1992. 
Operating  costs  for  the  Board  of  Bar  Examiners 
rise  due  to  the  transfer  of  character  and  witness 
examinations  from  the  Court  Administration 
program  (about  $13,000  annually)  and  to  fully 
funding    board    meetings    (about    $800    annually). 


functions    assigned    to    the    Supreme    Court    either    by 


Table  2 
Boards  and  Commissions 


Board/Com  mission 


Actual 
FY  1992 


—  Current  Level  —         Change 
FY  1994      FY  1995     FY92  -  FY94 


Commission  on  Practice 


FTE  0.50 

Personal  Services  $17,128 

Operating  Expenses  46,826 

Equipment  863 

Total  Costs 

Board  of  Bar  Examiners 


0.50 

$18,215 

47,721 

1,200 


FTE 

Personal  Services 

Operating  Expenses 

Equipment 

Total  Costs 


0.50 

$10,648 

24,225 

102 


0.50 

$15,418 

38,269 

1,905 


Courts  of  Limited  Jurisdiction  Training 
Operating  Expenses        $33.952       $36.900 


Total  Costs 


$33,952        $36,900 


0.50 

$18,215 

48,141 

0 


$64,817        $67,136        $66,356 


0.50 

$15,418 

38,443 

109 


$34,975        $55,592        $53,970 


$46.900 
$46,900 


All  Other  Boards  and  Commissions 

FTE                                        2.00             2.00  2.00 

Personal  Services            $70,122       $74,756  $74,757 

Operating  Expenses          20.305         22.680  23.130 

Total  Costs                       $90,427       $97,436  $97,887 

Total  Program  Cost       $224,171      $257,064  $265,113 


0.00 

$1,087 

895 

337 

$2,319 


0.00 

$4,770 

14,044 

1,803 

$20,617 


2.948 
$2,948 


0.00 

$4,634 

2.375 

$7,009 

$32,893 
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The  cost  of  the  examinations  is  reimbursed  by  fees  deposited  to  the  general  fund.  Equipment  includes 
a  replacement  printer  and   software   upgrades. 

The  fiscal  1994  current  level  for  the  Courts  of  Limited  Jurisdiction  Training  is  budgeted  at  the  level 
appropriated  by  the  1991  Legislature  ($36,900).  Annual  general  fund  training  costs  are  reimbursed  by  fees 
paid  by  participating  judges,  estimated  to  be  $36,900  in  fiscal  1992  compared  to  actual  collections  of 
$33,952.  The  operating  budget  rises  $10,000  in  fiscal  1995  to  fund  certification  testing  of  limited  court 
justices  required  by  rules  adopted  by  the  Supreme  Court  and  printed  in  Title  3  Chapter  1,  Part  15,  MCA. 
The   amount  budgeted   is   equal   to  the   estimated  fiscal    1990   cost. 

Operating  costs  for  all  other  Boards  and  Commissions  rise  to  fund:  1)  cyclical  printing  of  the  judges' 
bench  book  to  include  changes  enacted  by  the  most  recent  legislature;  and  2)  commission  travel  for 
meetings. 

Funding 

The  program  is  funded  from  the  general  fund  with  some  activities  reimbursed  by  fees.  The  Supreme 
Court  has  requested  that  expenditures  funded  by  fee  revenue  be  budgeted  in  the  state  special  revenue 
account.      The   LFA  current  level   continues   program   funding  as  approved   by  the    1991   Legislature. 
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Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

] 

Current 
Level 

Fiscal  1993 

L.aw  Library 

LFA              Executive 
Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

6.50 

6.50 

6.50 

6.50 

6.50 

6.50 

6.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

198,335 
308,205 
221.352 

198,334 
308,207 
221.352 

140,044 
340,325 
243.689 

214,224 
346,479 
235.493 

213,753 
361,034 
273.500 

214,232 
371,316 
242.618 

213,760 
355,671 
300.500 

15,890 
38,272 
14.141 

Total  Costs 

$727,892 

$727,893 

$724,058 

$796,196 

$848,287 

$828,166 

$869,931 

$68,303 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

727,892 
0 

727,893 
0 

724,058 
0 

796,196 
0 

650,037 
198,250 

828,166 
Q 

655,431 
214.500 

68,303 
0 

Total  Funds 

$727,892 

$727,893 

$724,058 

$796,196 

$848,287 

$828,166 

$869,931 

$68,303 

Program   Description 

The  State  Law  Library  is  a  reference  source  for  members  and  staff  of  the  Supreme  Court,  lower  courts, 
members  and  staff  of  the  legislature,  state  officers  and  employees,  members  of  the  bar,  and  the  general 
public.  The  inventory  of  books  and  materials  can  be  classified  into  the  following  categories:  treatises, 
law  reviews,  reports,  microfilm,  and  video/audio  tapes  for  continuing  legal  education.  The  State  Law 
Library  is  governed  by  a  Board  of  Trustees  consisting  of  the  justices  of  the  Supreme  Court.  The  board 
appoints   the   Law   Librarian. 

LFA  Current  Level 

Personal  services  costs  increase  $15,890  between  fiscal  1992  and  1994  due  to  fully  funding  the  1993 
biennium   pay  plan,   and   vacancy   savings   experienced   in   fiscal    1992. 

The  largest  growth  in  operating  expenses  is  due  to  increases  in  automated  legal  data  base  searches  of 
about  $31,000  in  fiscal   1994  and  $53,000  in  fiscal   1995.     The  total  fiscal   1992  expense  for  this  item  was 

$189,197. 

The  cost  of  automated  searches  is  reimbursed  by  user  fees  and  deposited  to  the  general  fund.  The 
January  1992  special  session  of  the  Legislature  directed  the  program  to  impose  a  surcharge  of  10  percent 
on  the  cost  of  automated  legal  data  base  searches.  The  surcharge  generated  $5,874  during  the  remainder 
of  fiscal  1992,  and  the  program  estimates  that  $20,000  in  surcharge  revenue  will  be  generated  in  fiscal 
1993.      That  surcharge   is   continued  in   the   LFA  current  level   budget. 

Other  operating  cost  increases  are:  1)  rent  of  about  $4,600  in  fiscal  1994  and  $6,900  in  fiscal  1995;  2) 
supplies  and  freight  costs  of  about  $1,900;  and  3)  inflationary  adjustments  of  $961  in  fiscal  1994  and 
$1,577   in  fiscal    1995. 

Equipment  includes  a  personal  computer,  printer,  and  replacement  typewriter  each  year.  Library  books 
are  also  budgeted  in  the  equipment  category  -  accounting  for  about  $223,000  of  the  annual  equipment 
budget. 


Judiciary 


State   Law   Library 


A-32 


Judiciary State   Law   Library 

Funding 

The  program  is  funded  from  the  general  fund.  Fee  revenue  from  rental  of  video  tapes,  copying  documents, 
and  legal  database  usage  is  deposited  to  the  general  fund  and  partially  offsets  program  costs.  In  fiscal 
1992,   fee   income   collected  by  the   program   and   remitted  to   the   general   fund   totalled   $226,876. 
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JUDICIARY  District  Court  Operations 

Program  Summary 

Actual  Current  Current                                                                                                                      LFA 

Expenditures  Level  Level                  LFA              Executive              LFA              Executive           Change 

Budget  Item Fiscal  1992  Fiscal  1992  Fiscal  1993  Fiscal  1994       Fiscal  1994       Fiscal  1995      Fiscal  1995          92-94 


FTE  36.00  36.00  36.50  37.00  37.00  37.00  37.00  1.00 

Personal  Services  3,010,860  2,478,371  2,685,350  2,767,229  2,751,702  2,776,331  2,762,247  288,858 

Operating  Expenses  139,269  139,271  161,168  141,737  182,174  143,883  182,019  2,466 

Equipment  0  0  0  0  39.563  0  40J26  0 

Total  Costs  $3,150,130  $2,617,642  $2,846,518  $2,908,966  $2,973,439  $2,920,214  $2,984,992  $291,324 

Fund  Sources 


General  Fund  2,617,641  2,617,642  2,846,518  2,908,966  2,973,439  2,920,214  2,984,992  291,324 

State  Revenue  Fund  532.488  0  0  0  0  0  0  0 

Total  Funds  $3.150.130        $2,617.642       $2,846,518        $2.908.966        $2,973.439        $2.920.214       $2,984.992  $291.324 


Program   Description 

The  District  Court  Operations  program  allocates  monies  to  pay  salaries,  travel,  and  training  expenses  for 
37  elected  district  judges  throughout  Montana's  21  judicial  districts.  Other  operational  costs  of  the  district 
courts  are  paid  by  other  state  agencies  and  local  governments.  District  courts  are  general  jurisdiction  trial 
courts  having  original  jurisdiction  in  all  criminal  cases  for  felony  cases  and  all  civil  matters  and  cases  at 
law. 

LFA  Current  Level 

Personal  services  costs  increase  due  to  fully  funding  the  1993  biennium  pay  plan  and  addition  of  1.0  FTE. 
House  Bill  994  passed  by  the  1991  Legislature  created  a  new  district  court  judicial  position  effective 
January    1,    1993. 

Operating  expenses   rise   $2,466   from   fiscal    1992   to    1994   due   to   inflationary   adjustments. 

The  Judiciary  requested  funds  for  personal  computers  for  12  district  court  judges  each  year  of  the 
biennium.      The   LFA  current  level   treats  this  request   as   a  budget  issue.      (See   agency   narrative.) 

Funding 

The   program   is  funded  from   general   fund. 
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JUDICIARY 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Water  Courts  Supervi 

Current 
Level                  LFA              Executive 
Fiscal  1993       Fiscal  1994       Fiscal  1994 

sion 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 
Fund  Sources 
State  Revenue  Fund 

Total  Funds 

11.00 

370,444 
90,187 
35.008 

$495,640 

495.640 
$495,640 

11.00 

354,207 
90,189 
35.009 

$479,405 

479.405 
$479,405 

11.00 

379,130 

113,824 

18.400 

$511,354 

511.354 
$511,354 

11.00 

405,768 

115,059 

5.062 

$525,889 

525.889 
$525,889 

11.00 

417,138 

99,525 

1.963 

$518,626 

518.626 
$518,626 

11.00 

405,965 

109,639 

5,219 

$520,823 

520.823 
$520,823 

11.00 

417,151 

99,373 

0 

$516,524 

516.524 
$516,524 

0.00 

51,561 
24,870 
(29.947 

$46,484 
46.484 

$46,484 

Program   Description 

The  Water  Courts  Supervision  program  adjudicates  claims  of  existing  water  rights  in  Montana  and 
supervises  the  distribution  of  water  among  the  four  water  divisions  of  the  state  as  defined  in  section  3-7- 
102,  MCA.  The  program  goal  is  to  expedite  the  adjudication  of  water  rights  established  prior  to  1973 
and   of  existing  water  rights  in   all   85   water  basins. 

LFA  Current  Level 

Personal  services  costs  increase  $51,561  from  fiscal  1992  to  1994  due  to  fully  funding  the  1993  biennium 
pay  plan   and   vacancy   savings   experienced   in   fiscal    1992. 

Operating  costs  rise  due  to  increases  in:  1)  postage,  advertising,  and  telephone  costs  of  about  $11,483  in 
fiscal  1994  and  $6,169  in  fiscal  1995  to  accommodate  the  anticipated  adjudication  workload;  2)  contracted 
printing  of  about  $5,750  for  a  video  on  how  to  file  a  water  claim  and  the  adjudication  process;  3)  rent 
and  equipment  lease  costs  of  about  $3,800  annually;  4)  fixed  costs  of  about  $2,800  in  fiscal  1994  and 
$3,300  in   fiscal   1995;  and   5)  inflationary  adjustments  of  $1,018  in   fiscal   1994   and  $1,451   in   fiscal   1995. 

The  fixed  costs  allocated  to  the  program  include:  warrant  writing  fees,  payroll  processing  fees,  and  a 
proportionate  share  of  insurance,  legislative  audit,  and  grounds  maintenance  costs.  In  the  past,  payroll 
processing  fees  have  been  paid  from  the  general  fund  in  the  Supreme  Court  Operations  program  but  should 
have  been  paid  from  water  development  state  special  revenue,  because  the  fees  are  an  assessment  to  non- 
general   fund   sources. 

Equipment  includes   software   upgrades. 

Funding 

The  program  is  funded  from  the  water  development  state  special  revenue  account,  which  receives  resource 
indemnity   trust  interest,   water   development  project  revenues,   and   coal   severance   tax   revenues. 
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JUDICIARY 

1 

Clerk  Of  Court 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

4.00 

4.00 

4.00 

4.00 

4.00 

4.00 

4.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

140,277 

24,467 

0 

140,279 

24,467 

0 

129,713 

37,995 

0 

144,141 

27,570 

5,395 

144,382 

39,248 

5,395 

144,191 

27,679 

5,395 

144,433 

39,310 

0 

3,862 
3,103 
5,395 

Total  Costs 

$164,744 

$164,746 

$167,708 

$177,106 

$189,025 

$177,265 

$183,743 

$12,360 

Fund  Sources 

164.744 
$164,744 

164.746 
$164,746 

167.708 
$167,708 

177.106 
$177,106 

189.025 
$189,025 

177.265 
$177,265 

183.743 
$183,743 

12.360 

General  Fund 
Total  Funds 

$12,360 

Program   Description 

The  Clerk  of  Court  program  performs  several  support  and  operational  duties  for  the  Supreme  Court.  The 
program  keeps  the  court  records  and  files,  issues  WTits  and  certificates,  approves  bonds  as  required,  files 
all  papers  and  transcripts,  and  performs  such  other  duties  as  required  by  law  and  the  rules  and  practice 
of  the  Supreme  Court  (Title  3,  Chapter  2,  Part  4,  MCA). 

LFA  Current  Level 

Personal  services  costs  increase  due  to  fully  funding  the  1993  biennium  pay  plan.  Operating  costs  rise 
$3,103  from  fiscal  1992  to  1994  due  to:  1)  printing  to  replenish  stocks  of  certificates  and  other  supplies 
of  about  $1,000;  and  2)  inflationary  adjustments  of  about  $450  in  fiscal  1992  and  about  $560  in  fiscal 
1995.  Other  increases  include  computer  processing  costs  for  a  newly  developed  system  to  track  cases  and 
postage  for  historic  growth  in  mail  volume.  Equipment  includes  purchase  of  shelving  each  year  of  the 
biennium. 

Funding 

The   program   is  funded  from   the   general   fund. 
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JUDICIARY 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

] 

Current 
Level 

Fiscal  1993 

District  Court  Reimbursement 

LFA              Executive              LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

1.00 

1.00 

1.00 

1.00 

1.00 

1.00 

1.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

25,615 

6,246 

1,866 

2.646.833 

25,615 

6,248 

1,866 

2.646.833 

20,587 

52,530 

0 

2.985.405 

28,499 

2,214 

1,800 

3.143.290 

28,495 

59,411 

1,866 

3,143.290 

28,505 

2,210 

1,800 

3.291.290 

28,502 

59,411 

1,866 

3,291.290 

2,884 

(4,034 

(66 

496.457 

Total  Costs 

$2,680,561 

$2,680,562 

$3,058,522 

$3,175,803 

$3,233,062 

$3,323,805 

$3,381,069 

$495,241 

Fund  Sources 

General  Fund 
Total  Funds 

2.680.561 
$2,680,561 

2,680,562 
$2,680,562 

3.058.522 
$3,058,522 

3.175.803 
$3,175,803 

3.233.062 
$3,233,062 

3.323.805 
$3,323,805 

3.381.069 
$3,381,069 

495.241 

$495,241 

Program  Description 

The  District  Court  Criminal  Reimbursement  program  provides  reimbursement  to  counties  for  certain  costs 
related  to  criminal  cases  (section  3-5-901,  MCA).  Counties  deduct  7  percent  of  the  2  percent  tax  collected 
on  automobiles  and  trucks,  with  a  rated  capacity  of  three-quarters  of  a  ton  or  less,  to  fund  district  court 
criminal  costs  (section  61-3-509  (2),  MCA).  These  funds  are  remitted  to  the  state  treasurer  and  paid  back 
to  counties.  If  funds  appropriated  for  district  court  criminal  expenses  exceed  such  expenses,  counties  may 
apply  for  and  be  awarded  grants  for  district  court  expenses  (section  7-6-2352,  MCA).  If  the  state 
appropriation  is  insufficient  to  cover  district  court  criminal   expenses,  counties  are  liable  for  such   expenses. 

LFA  Current  Level 

Personal  services  costs  increase  due  to  fully  funding  the  1993  biennium  pay  plan.  Operating  expenses 
decline  between  fiscal  1992  and  1994  due  to  removal  of  $4,593  of  one-time  contracted  services  costs. 
Operating  expense  increases  for  photoreproduction  are  partially  offset  by  reductions  in  telephone  equipment 
charges  and  long  distance  calls.  A  recent  audit  recommended  that  the  program  update  forms.  The  LFA 
current  level   funds  printing  the  new  forms   and  communications  costs   to   educate   users  on   their  use. 

Equipment   includes   replacement   of  a   personal   computer   and   monitor. 

Grants  include  reimbursements  to  counties  for  district  court  costs  related  to  criminal  cases.  In  the  January 
1992  special  session,  the  legislature  increased  the  grants  appropriation  by  $256,000  to  offset  a  new  fee 
charged   to   counties   for   court-ordered   psychiatric   evaluations. 


Funding 

The   program   is  funded   from   the   general   fund. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

GOVERNORS  OFFICE 

Current            Current 
Level                 Level                  LFA              Executive 
Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

59.50 

58.50 

58.50 

58.50 

55.25 

58.50 

55.25 

(3.25 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

2,091,296 
633,369 
198.155 

$2,922,821 

2,091,297 
628,728 
194.155 

$2,914,180 

2,051,203 

823,740 

1,000 

$2,875,943 

2,347,885 

694,961 

47,120 

$3,089,966 

2,236,554 

756,721 

65.040 

$3,058,315 

2,350,057 

701,051 

19.226 

$3,070,334 

2,239,727 

774,361 

32.220 

$3,046,308 

(221,661 

135,070 

30.914 

($55,677! 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

2,448,975 

18,647 

455.198 

2,440,333 

18,648 

455.199 

2,275,773 
108,759 
491.411 

2,535,392 

65,500 

489.074 

2,474,033 

95,500 

488.782 

2,512,676 

65,500 

492.158 

2,458,958 

95,500 

491.850 

(115,077 

60,000 

(600; 

Total  Funds 

$2,922,821 

$2,914,180 

$2,875,943 

$3,089,966 

$3,058,315 

$3,070,334 

$3,046,308 

($55,677 

Agency  Description 

The  Office  of  the  Governor  exists  under  authority  contained  in  Article  VI  of  the  Montana  constitution. 
The  Governor  has  constitutional  and  statutory  authority  to  administer  the  affairs  of  the  state  of  Montana; 
appoint  all  military  and  civil  officers  of  the  state  whose  appointments  are  provided  for  by  statute  or  the 
Constitution;  approve  or  veto  legislation;  report  to  the  legislature  on  the  condition  of  the  state;  submit  a 
biennial  executive  budget;  grant  reprieves  and  pardons;  serve  on  various  boards  and  commissions  as 
provided  by  the  constitution  and  statutes;  and  represent  the  state  in  relations  with  other  governments  and 
the   public. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp.            Budget          One  Time       Language     Non-Budget     Statutory 
Transfer     Amendment      Approp.           Approp.      Expenditures     Approp. 

All  Other     Current  Lvl 
Approp.        Fiscal  1992 

FTE                              59.50 

1.00                58.50 

Expenditure      2,922,822 

8,648 

2,914,174 

General      State  Special      Federal       Cap.  Projects  Proprietary          Other 
Fund                Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding             2,922,822 

8,648 

2.914.174 

Adjustments   to  Actual   Expenditures 


The  difference  between  actual  expenditures  and  the  current  level  base  for  fiscal  1992  is  due  to  one-time 
only  expenditures  in  the  Office  of  Budget  and  Program  Planning  (OBPP)  for  equipment  and  special  session 
costs. 

Reduction  of  1.0  FTE  in  fiscal  1992  is  due  to  the  elimination  of  1.0  FTE  (Clearinghouse  function  in  OBPP) 
during  the  January  1992  special  session  that  existed  for  most  of  fiscal  1992  but  will  not  carry  forward 
to  the  1995  biennium.  The  personal  services  costs  related  to  the  FTE  reduction  could  not  be  removed 
from  the  fiscal  1992  base  since  it  was  not  in  a  separate  appropriation,  but  the  costs  were  not  included 
in   the    1995  biennium   current  level. 
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Summary 


Governor's   Office  Summary 

The   difference   in    the   current   level    total    shown    in    this   table   and   the   table   above   is   due   to   rounding. 

Executive  Budget  Comparison 

The  Executive  Budget  is  $55,677  lower  than  the  LFA  current  level  for  the  biennium  due  to  the  5  percent 
personal   services  reduction. 

The  Executive  Budget  is  3.25  FTE  and  $222,660  lower  in  personal  services  as  a  result  of  the  July  special 
session  requirement  that  agencies  with  more  than  20  FTE  include  a  5  percent  FTE  reduction  in  their 
budget  request  for  the  1995  biennium.  While  the  Executive  Budget  makes  these  reductions  in  the  current 
level  budget,  it  includes  budget  modifications  to  restore  them.  The  LFA  current  level  includes  all  FTE 
that  were  authorized  for  the  1993  biennium.  The  only  other  difference  in  personal  services  is  that  the 
Executive   Budget  includes   $1,000  for  overtime   in   the   Office   of  Budget  and   Program   Planning. 

The  Executive  Budget  current  level  operating  expenses  are  $135,070  higher  than  the  LFA  current  level. 
Differences   occur  because: 

1)  The  executive  provides  $91,226  more  funding  for  the  Flathead  Basin  Commission.  The  LFA  current 
level  is  based  on  average  total  expenditures  from  the  state  special  revenue  fund  for  the  past  three  years. 

2)  The  LFA  current  level  eliminates  $6,000  operating  expenses  from  the  fiscal  1992  base  for  the 
Intergovernmental  Review  (IGR)  Clearinghouse  function,  since  the  function  was  deleted  during  the  January 
1992   special   session. 

3)  The  Executive  Budget  funds  the  Air  Transportation  program  at  fiscal  1992  appropriated  levels,  allowing 
200  flight  hours  for  the  Governor's  aircraft.  The  LFA  current  level  funds  the  program  at  the  reduced 
level  imposed  during  the  January  1992  special  session,  allowing  155  flight  hours,  or  $46,708  below  the 
Executive   Budget. 

4)  The  Executive  Budget  is  lower  due  to  the  elimination  of  $13,496  utility  costs  for  the  Mansion 
Maintenance  program.  The  charges  were  paid  for  by  the  Department  of  Administration,  General  Services 
Division   in   fiscal    1992. 

5)  Other  minor   differences   result  in   a  net  $4,632   lower  LFA  current  level. 

The  Executive  Budget  for  equipment  is  higher  because:  1)  the  executive  includes  $25,437  for  a  mail  OCR 
document  scanner,  computers,  printers  and  miscellaneous  office  equipment  in  the  Executive  Office  that  is 
not  in  LFA  current  level;  and  2)  the  executive  includes  $2,000  for  a  computer  in  Air  Transportation  and 
$3,723   for   software   in   the   Office   of  Budget  and   Program   Planning  that  is  not  in    LFA  current  level. 

Differences  in  funding  include  $90,000  more  state  special  revenue  in  the  Executive  Budget  for  a  larger 
Flathead  Basin  Commission  budget,  partially  offset  by  $30,000  more  state  special  revenue  in  the  LFA 
current  level  to  continue  funding  in  the  Lt.  Governor's  Office  for  an  economic  development  task  force  at 
the  level  established  during  the  January  1992  special  session.  The  Executive  Budget  funds  the  task  force 
with   general   fund. 

Executive   Budget  Modifications 

1)  Restore  5%  Reduction  -  This  budget  modification  will  restore  1.50  FTE  and  $116,011  general  fund  in 
the  Executive  Office  program.  The  FTE  were  deleted  in  the  Executive  Budget  in  response  to  section  13 
of  House   Bill   2.      Funding  for  these   positions   is  included   in   LFA  current  level. 
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Governors  Office 

Budget  Modification 

Execut 
p 

G 

ive  Budget  Modifications 

Fiscal  1994 

Fiscal  1995 

FTE 

General 
Fund 

Total 

Funds 

FTE 

General 
Fund 

Total 
Funds 

1  Restore  5%  Reduction                                 01 

2  Executive  Budget  Downsizing                  04 

3  Staff  Computer  Training                           04 

4  Performance  Measures-New  Staff          04 

5  Restore  5%  Reduction                                 04 

6  MDC  Legal  Representation                       20 

Totals 

1.50 

1.50 
1.75 

4.75 

$58,007 

100,000 

5,400 

100,000 

53,323 

14.000 

$330,730 

$58,007 

100,000 

5,400 

100,000 

53,323 

14.000 

$330,730 

1.50 

2.00 
1.75 

5.25 

$58,004 

5,400 

100,000 

53,320 

14.000 

$230,724 

$58,004 

5,400 

100,000 

53,320 

14.000 

$230,724 

2)  Executive  Budget  Downsizing  -  The  Executive  Budget  proposes  spending  $100,000  general  fund  to 
contract  with  a  consultant  to  develop  a  new  computer  system  for  budget  development  that  would  be  used 
by  both  OBPP  and  LFA.  This  modification  was  developed  without  consulting  with  the  LFA.  The  LFA 
is   not  requesting  funds  for   development  of  a  new   computer   system. 

3)  Staff  Computer  Training  -  This  modified  request  will  provide  computer  training  for  OBPP  staff  each 
fiscal  year.      The  biennial   general   fund   cost  is   $10,800. 

4)  Performance  Measures-New  Staff  -  The  Executive  Budget  is  requesting  1.5  FTE  in  fiscal  1994  and  2.0 
FTE  in  fiscal  1995  in  OBPP  to  overhaul  the  current  budgeting  and  appropriations  process  with  emphasis 
on   mission  budgets  using  outcome   and   output  measures.      The  biennial   general   fund   cost  is  $200,000. 

5)  Restore  5%  Reduction  -  This  budget  modification  will  restore  1.75  FTE  and  $106,643  in  OBPP.  The 
FTE  were  deleted  in  the  Executive  Budget  in  response  to  section  13  of  House  Bill  2  from  the  July  special 
session.  The  positions  include  a  1.0  FTE  budget  analyst  and  an  0.75  FTE  support  staff  position.  Funding 
for  these   positions  is   included   in   the   LFA  current  level. 

6)  MDC  Legal  Representation  -  This  budget  modification  for  the  Mental  Disabilities  Board  of  Visitors 
program  would  provide  legal  representation  to  the  residents  at  Montana  Developmental  Center  for  annual 
recommitment  hearings.      The  biennial   general  fund   cost  is   $28,000. 

Issues 

Flathead   Basin   Commission   General   Fund   Support 

The  Flathead  Basin  Commission,  created  by  the  1983  Legislature,  has  a  statutory  responsibility  to  protect 
the  existing  quality  of  the  Flathead  Lake  aquatic  environment  and  the  natural  resources  and  environment 
of  the  Flathead  basin  (section  75-7-302,  MCA).  The  Commission  is  required  to  coordinate  development  of 
an   annual   monitoring  plan   on   conditions   of  natural   resources  in   the  basin. 

The  Commission  is  attached  to  the  Governor's  Office  for  administrative  purposes  only.  Section  75-7-305(2), 
MCA,  provides  that  "the  commission  may  receive  and  expend  donations,  gifts,  grants,  and  other  money 
necessary  to  fulfill  its  duties."  Further,  section  75-7-306,  MCA  establishes  a  state  special  revenue  account 
for  the  commission,  stating  that  "money  received  by  the  Flathead  basin  commission  under  75-7-307  and 
such   other  funds  as  are  designated  or  appropriated  for  its  use  must  be  deposited  in  the  account."     There 


Governor's   Office 


Summary 


A-40 


Governor's   Office 


Summary 


is  no  statutory  provision  for  general  fund 
support  for  the  Commission,  while  general 
fund  support  provided  by  the  Governor's 
Office  has  exceeded  50  percent  of  total 
commission  costs  in  the  past  seven  years, 
as  shown  in  Table   1. 

General  fund  has  been  used  to  support 
most  administrative  costs  of  the  Commission 
for  the  ten-year  life  of  the  Commission, 
while  state  special  revenue  funds  are 
generally  expended  only  for  specific  projects. 
Private  funding  has  been  sporadic,  with  the 
only  significant  private  funding  for  projects 
occurring  in  fiscal  1991,  and  future  fund 
availability  is  questionable.  The  January 
1992  special  session  reduced  general  fund 
support  for  the  Commission  by 
approximately  $12,000  annually.  However, 
the  general  fund  will  continue  to  provide  a 
significant  share  of  administrative  support. 
It  does  not  appear  to  be  the  intent  of 
statute  that  the  general  fund  be  a  primary 
sources   of  funding  may  be   an   option. 


Table  1 

Flathead  Basin  Commission 

Expenditure  Summary 

Fiscal  1986  through  1992 

Fiscal 

General 

Private 

Total 

Percent 

Year 

Fund 

Funds 

Expenses    General  Fund 

1992 

$6,538 

$1,008 

$7,546 

86.6% 

1991 

21,836 

61,796 

83,632 

26.1% 

1990 

16,074 

10,073 

26,147 

61.5% 

1989 

18,271 

21,279 

39,550 

46.2% 

1988 

14,512 

12,489 

27,001 

53.7% 

1987 

24,603 

736 

25,339 

97.1% 

1986 

10.693 

0 

10.693 

100.0% 

Total 

$112,527 

$107,381 

$219,908 

51.2% 

source   of  support  for  the   Commission,   if  at  all.      Alternative 


Governor's   Aircraft  Sale   and   Level   of  Support 

The  January  1992  special  session  included  language  in  House  Bill  2  requiring  the  sale  of  the  Governor's 
Beechcraft  King-Air  airplane  in  fiscal  1992  at  an  estimated  sale  price  of  $575,000,  and  included  an 
appropriation  of  $175,000  general  fund  in  fiscal  1992  for  replacement  of  the  aircraft  with  a  less  expensive 
model.  In  addition,  the  special  session  legislature  reduced  operating  costs  in  the  Air  Transportation 
program  by  $15,920  in  fiscal  1992  and  $19,925  in  fiscal  1993  to  reflect  anticipated  lower  operating  costs 
of  the  new   aircraft. 

The  Governor's  Office  did  not  sell  the  aircraft  in  fiscal  1992,  citing  a  lack  of  offers  for  the  plane  at  the 
estimated  selling  price  anticipated  by  the  legislature.  The  $175,000  appropriated  for  a  new  aircraft  was 
reverted   to   the   general   fund. 

The  Executive  Budget  funds  the  aircraft  at  the  level  required  to  support  the  retained  King-Air  plane  for 
200  flight  hours.  Reflecting  the  legislative  action  to  reduce  operating  costs  by  funding  a  less  expensive 
aircraft,  the  LFA  current  level  budgets  operating  expenses  at  the  level  appropriated  by  the  January  1992 
special  session.  If  the  King-Air  plane  is  retained,  the  LFA  current  level  budget  would  require  a  reduction 
in   the  number   of  flight  hours  to   approximately    155  hours. 
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Table  2 

Flight  Hours 

Governor's  Aircraft 

Flight  Hours 

Fiscal  Year       -  Actual  - 

Aircraft 

1988 

246 

Duke 

1989 

220* 

Duke 

1990 

216 

King -Air 

1991 

200 

King -Air 

1992 

173 
-  Budgeted  - 

King-Air 

1994 

155 

King -Air 

1995 

155 

King-Air 
ted  engines) 

*  Groundec 

part  of  year  (crac 

The  budgeted  flight  hours  for  the  1995  biennium  and  actual 
flight  hours  for  the  Governor's  aircraft  for  fiscal  years  1988 
through    1992   are   shown   in   Table   2. 

The  King-Air  was  budgeted  for  220  hours  each  year  in  the 
1993   biennium,   prior  to   special   session   budget  reductions. 
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GOVERNORS  OFFICE 

Program  Summary 

Actual 
Expenditures 
Budget  Item                            Fiscal  1992 

Current 
Level 

Fiscal  1992 

] 

Current 
Level 

Fiscal  1993 

Executive  Office  Program 

LFA              Executive              LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  •-  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

21.50 

765,990 

209,514 

2.251 

$977,755 

961,595 
16.159 

$977,755 

21.50 

765,990 

209,515 

2,251 

$977,756 

961,596 
16,160 

$977,756 

21.50 

749,120 
305,598 

$1,054,718 

970,959 
83.759 

$1,054,718 

21.50 

858,668 

260,975 

8,844 

$1,128,487 

1,087,987 
40.500 

$1,128,487 

20.00 

800,661 

306,303 

24.940 

$1,131,904 

1,046,404 
85.500 

$1,131,904 

21.50 

859,342 

242,271 

9,105 

$1,110,718 

1,070,218 
40.500 

$1,110,718 

20.00 

801,336 

287,585 

18.210 

$1,107,131 

1,021,631 
85,500 

$1,107,131 

92,678 

51,460 

6.593 

$150,731 

126,391 

24.340 

General  Fund 
State  Revenue  Fund 

Total  Funds 

$150,731 

Program  Description 

The  Executive  Office  program  provides  support  to  the  Governor  in  overseeing  and  coordinating  the  activities 
of  the  executive  branch  of  Montana  state  government.  The  program  provides  administrative,  legal,  press, 
and  centralized  services  support  for  the  office  of  the  Governor,  as  well  as  executive  administration  of 
programs  with  special  impact  on  the  citizens  and  governmental  concerns  of  Montana.  Special  programs 
include   coordination   of  services  for   senior  citizens   and  preserving   clean   water   in   the   Flathead   Basin. 

LFA  Current  Level 

The  program's  fiscal  1994  budget  increases  over  $150,000  compared  to  the  fiscal  1992  current  level  base, 
primarily  due  to  increases  in  personal  services,  funding  for  the  Flathead  Basin  Commission  at  higher  levels, 
and   increases   in   audit  and   other  fixed   costs. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  increase  and  vacancy  savings  in  fiscal  1992. 
Operating  expenses  increase  due  to:  1)  higher  fixed  costs,  including  a  $22,764  budget  for  audit  costs  in 
fiscal  1994  when  no  audit  fees  were  billed  in  fiscal  1992;  2)  actual  expenditures  in  fiscal  1992  for  the 
Flathead  Basin  Commission  of  $7,545  compared  to  a  fiscal  1994  budget  of  $31,554;  and  3)  other  minor 
adjustments.  Equipment  includes  $5,191  in  fiscal  1994  and  $1,102  in  fiscal  1995  for  mailroom  equipment 
replacement  and  other  office  equipment,  $2,000  in  fiscal  1994  and  $5,000  in  fiscal  1995  for  replacement 
of  personal  computers,  and  $1,600  in  fiscal   1994  and  $2,820  in  fiscal   1995  for  computer  software  upgrades. 

The  Flathead  Basin  Commission,  which  is  authorized  to  raise  private  and  other  funds  to  perform  its 
mission,  is  funded  at  a  three-year  average  of  expenditures  for  private  funds  and  at  base  level  for  general 
fund.      Fiscal    1992   expenditures   were   the   lowest  in   the   history   of  the   Commission. 

Funding 

The  program  is  funded  by  general  fund  with  the  exception  of  state  special  revenue  funds  of  $25,000  for 
the  Flathead  Basin  Commission  from  privately  donated  funds  and  $15,500  for  indirect  cost  reimbursements 
from  federal  sources.  All  increases  described  above  are  general  fund  costs  with  the  exception  of  the 
increases  for  the  Flathead  Basin  Commission,  which  accounts  for  the  majority  of  the  increase  in  state 
special   revenue  funding. 


Governor's   Office 


A-43 


Executive   Office   Program 


3101  02  00000 

GOVERNOR'S  OFFICE 

Program  Summary 

Actual 
Expenditures 
Budget  Item                               Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

Mansion  Maintenance 

LFA               Executive 
Fiscal  1994       Fiscal  1994 

Program 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

1.50, 

1.50 

1.50 

1.50 

1.50 

1.50 

1.50 

0.00 

Personal  Services 
Operating  Expenses 

31,346 
22.387 

31,346 
22.388 

29,420 
26.183 

33,164 
23.066 

33,164 
16.397 

33,134 
23.692 

33,134 
16.865 

1,818 
678 

Total  Costs 

$53,734 

$53,734 

$55,603 

$56,230 

$49,561 

$56,826 

$49,999 

$2,496 

Fund  Sources 

General  Fund 

53.734 

53.734 

55.603 

56.230 

49.561 

56.826 

49.999 

2,496 

Total  Funds 

$53,734 

$53,734 

$55^03 

$56,230 

$49,561 

^56,826 

$49,999 

$2,496 

Program  Description 

The   Mansion   Maintenance   program   is  responsible   for  maintenance  of  the   Governor's  official   residence. 

LFA  Current  Level 

The  Mansion  Maintenance  budget  increases  nearly  $2,500  compared  to  the  fiscal  1992  current  level  base 
due  to  continuation  of  the  1993  biennium  pay  plan  increase  and  minor  adjustments  for  fixed  costs  and 
inflation.      No   equipment  was  requested  for  this  program. 
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GOVERNOR'S  OFFICE 

Program  Summary 

Actual 
Expenditures 
Budget  Item                             Fiscal  1992 

Current 

Level 

Fiscal  1992 

Air  Transportation  Program 

Current 
Level                   LFA               Executive               LFA 
Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

1.00 

24,923 

69,684 

184.642 

$279,250 

276,762 
2.488 

$279,250 

1.00 

24,924 

69.685 

184.643 

$279,252 

276,764 
2,488 

$279,252 

1.00 

29,636 

97.971 

0 

$127,607 

117,607 
10.000 

$127,607 

1.00 

43,592 

78,630 

0 

$122,222 

112,222 
10.000 

$122,222 

1.00 

43,593 

101,736 

0 

$145,329 

135,329 
10.000 

$145,329 

1.00 

44,126 

92,942 

100 

$137,168 

127,168 
10.000 

$137,168 

1.00 

44.127 

116,544 

2.100 

$162,771 

152,771 
10.000 

$162,771 

0.00 

18,668 

8,945 

(184.643 

($157,030 

(164,542 
7.512 

General  Fund 
State  Revenue  Fund 

Total  Funds 

($157,030 

Program   Description 

The  Air  Transportation  program  is  responsible  for  providing  the  Governor  with  safe  and  reliable  air 
transportation. 

LFA  Current  Level 

The  Air  Transportation  Program  budget  has  a  net  decrease  of  over  $150,000  compared  to  the  fiscal  1992 
current  level  base  due  to  the  payoff  of  the  three-year  financing  of  the  existing  Beechcraft  King-Air  aircraft 
in  fiscal  1992.  Personal  services  increase  due  to  fiscal  1993  pay  plan  increases  and  vacancy  savings  in 
fiscal  1992.  Operating  expenses  are  budgeted  at  the  level  appropriated  by  the  January  1992  special 
session,  which  were  intended  to  be  lower  than  the  fiscal  1992  original  appropriation  due  to  the  legislative 
directive  to  sell  the  King-Air  aircraft  and  replace  it  with  a  smaller  plane  with  lower  operating  costs. 
However,  the  Governor's  Office  did  not  replace  the  existing  aircraft  and  could  only  fly  the  King-Air 
approximately  155  hours  with  the  existing  current  level  budget.  Further  detail  appears  in  the  "Issues" 
section,   including  a  table   of  flight  hours,  historical   and   budgeted. 

The  increase  in  operating  expenses  in  fiscal   1995  is  due  to  cyclical  costs  of  scheduled  aircraft  maintenance. 

Funding 

The  Air  Transportation  Program  is  funded  by  general  fund  except  for  $10,000  state  special  revenue  to  be 
funded  by  fees  charged  to  agencies  for  use  of  the  Governor's  aircraft.  The  state  special  revenue 
appropriation    was  established  by   the  January    1992   special   session   to   reduce  general   fund   expenditures. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                             Fiscal  1992 

Current 
Level 

Fiscal  1992 

1 

Current 
Level 

Fiscal  1993 

Office  Of  Budget  &  Program  Planning 

LFA               Executive               LFA               Executive 
Fiscal  1994       Fiscal  1994       Fiscal  1995       Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

19.00 

18.00 

18.00 

18.00 

16.25 

18.00 

16.25 

Personal  Services 
Operating  Expenses 
Equipment 

670,686 

121,910 

9,190 

670,686 

117,263 

5,190 

651,860 
142,170 

728,971 

124,219 

30J346 

675,647 

122.397 

32,180 

729,815 

129,155 

5,221 

677,492 

138,585 

Ulfl 

58,285 

6,956 

25,156 

Total  Costs 

$801,786 

$793,139 

$794,030 

$883,536 

$830,224 

$864,191 

$823,187 

$90,397 

Fund  Sources 

801.786 

793.139 

794.030 

883.536 

830.224 

864.191 

823.187 

90.397 

General  Fund 

Total  Funds 

$801,786 

$793,139 

^794,030 

$883,536 

$830,224 

$864,191 

$823,187 

$90,397 

Program   Description 

The  Office  of  Budget  and  Program  Planning  (OBPP)  assists  the  Governor  in  the  preparation  and 
administration  of  the  state  budget.  In  addition,  OBPP  prepares  and  monitors  revenue  estimates  and 
collections,  prepares  and  publishes  fiscal  notes  on  proposed  legislation  and  initiatives,  and  acts  as  approving 
authority  for  operational  plan  changes,  program  transfers,  and  budget  amendments  in  the  executive  branch. 
OBPP  acts   as  the   lead   executive  branch   agency  for  compliance   with   the  federal   Single  Audit  Act. 

LFA  Current  Level 

The  OBPP  fiscal  1994  budget  increases  over  $90,000  compared  to  the  fiscal  1992  current  level  base, 
primarily   due  to  increases  in   personal   services  and   equipment  requirements. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  and  vacancy  savings  in  fiscal  1992,  partially 
offset  by  the  elimination  of  the  1.0  FTE  Clearinghouse  function  by  the  January  1992  special  session.  The 
position  existed  most  of  fiscal  1992,  but  is  not  included  in  the  1995  biennium  budget.  The  increase  in 
operating  expenses  is  due  to  the  cyclical  cost  of  automated  data  processing  (ADP)  and  printing  costs 
relative  to  legislative  sessions,  although  biennial  costs  for  these  items  are  comparable  to  the  prior  biennium. 
Operating  cost  increases  are  partially  offset  by  $3,000  due  to  the  elimination  of  the  Clearinghouse  function 
by   the  January    1992   special   session. 

Equipment  includes  $4,160  in  fiscal  1994  and  $3,410  in  fiscal  1995  for  replacement  printers  and  other 
office  equipment,  $21,000  in  fiscal  1994  for  replacement  of  personal  computers,  and  $5,020  in  fiscal  1994 
and  $1,700  in  fiscal  1995  for  computer  software  upgrades.  This  is  similar  to  the  equipment  included  in 
OBPPs   1993  biennium  equipment  appropriation,   which   was  eliminated  in  the  January   1992  special  session. 
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GOVERNOR'S  OFFICE 

Program  Summary 

Actual 
Expenditures 
Budget  Item                             Fiscal  1992 

Current 
Level 

Fiscal  1992 

: 

Current 
Level 

Fiscal  1993 

Northwest  Regional  Power  Act 

LFA              Executive              LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

6.50 

273,285 

126,045 

579 

$399,909 

399.909 
$399,909 

6.50 

273,286 

126,045 

579 

$399,910 

399.910 
$399,910 

6.50 

280,423 

142,778 

1.000 

$424,201 

424.201 
$424,201 

6.50 

297,025 

122,659 

0 

$419,684 

419.684 
$419,684 

6.50 

297,025 

122,366 

0 

$419,391 

419.391 
$419,391 

6.50 

297,159 

125,391 

0 

$422,550 

422.550 
$422,550 

6.50 

297,158 

125,084 

0 

$422,242 

422.242 
$422,242 

0.00 

23,739 

(3,386 

(579 

$19,774 
19.774 

Federal  Revenue  Fund 
Total  Funds 

$19,774 

Program  Description 

The  Pacific  Northwest  Electric  Power  and  Conservation  Planning  Council  was  created  in  1981,  pursuant 
to  the  Pacific  Northwest  Electric  Power  Planning  and  Conservation  Act  of  1980.  The  statutory  goals  of 
the  council  are  to  develop  an  electrical  energy  plan  that  will  provide  an  efficient  and  adequate  electric 
power  supply  for  the  region  at  the  lowest  possible  cost,  to  protect  and  rehabilitate  fish  and  wildlife 
resources  in  the  region,  and  to  encourage  public  involvement  in  regional  decisions.  The  council  is  made 
up  of  eight  members,  two  each  Montana,  Idaho,  Oregon,  and  Washington.  These  members  are  appointed 
by  the   Governors   of  the  four   states   and   approved  by   the   respective   state   legislatures. 

LFA  Current  Level 

The  program's  fiscal  1994  budget  increases  nearly  $20,000  compared  to  the  fiscal  1992  current  level  base 
due  to  increases  in  personal  services  costs  for  the  1993  biennium  pay  plan  and  vacancy  savings  in  fiscal 
1992.  Operating  expenses  increases  for  fixed  costs  and  inflation  are  more  than  offset  by  reductions  in 
contract  services  and  maintenance  contract  requirements.      No  equipment  was  requested  for  this  program. 

Funding 

The  Northwest  Power  Planning  Council  is  funded  by  the  Bonneville  Power-  Administration,  a  federal  agency. 
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Lieutenant  Governor 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

4.00 

4.00 

4.00 

4.00 

4.00 

4.00 

4.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

125,514 

29,840 

289 

125,514 

29,842 

289 

126,759 

35,826 

0 

171,346 

25,503 

650 

171,346 

25,505 

640 

171,366 

25,858 

2,400 

171,366 

25,860 

2,400 

45,832 

(4,339: 

361 

Total  Costs 

$155,644 

$155,645 

$162,585 

$197,499 

$197,491 

$199,624 

$199,626 

$41,854 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

155,644 
0 

155,645 
0 

147,585 
15.000 

182,499 
15.000 

197,491 
0 

184,624 
15.000 

199,626 
0 

26,854 
15.000 

Total  Funds 

$155,644 

$155,645 

$162,585 

$197,499 

$197,491 

$199,624 

$199,626 

$41,854 

Program  Description 

The  Lieutenant  Governor's  Office,  is  responsible  for  carrying  out  duties  prescribed  by  statute  established 
by  Article  VI,   section   4   of  the   Montana  constitution,   as   well   as  those   delegated  by  the   Governor. 

LFA  Current  Level 

The  program's  fiscal  1994  budget  increases  nearly  $42,000  as  compared  to  the  fiscal  1992  current  level 
base  due  to  increases  in  personal  services  costs  for  the  1993  biennium  pay  plan  and  vacancy  savings  in 
fiscal  1992.  Operating  expenses  decrease  primarily  due  to  reductions  in  fixed  cost  allocations.  Equipment 
includes  $650  in  fiscal  1994  and  $400  in  fiscal  1995  for  computer  software  upgrades  and  $2,000  in  fiscal 
1995  for  replacement   of  a   personal   computer. 

Funding 

The  program  is  funded  by  general  fund  with  the  exception  of  a  state  special  revenue  appropriation 
established  in  the  January  1992  special  session  of  $15,000  to  fund  1.0  current  level  FTE  to  support  an 
Economic  Development  Task  Force.  The  state  special  revenue  funds  will  come  from  agencies  participating 
on   the   task  force,   in   a  yet-to-be-determined  funding  ratio. 
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Citizen's  Advocate  Off 

ice 

Program  Summary 

Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

1.50 

1.50 

1.50 

1.50 

1.50 

1.50 

1.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

54.848 

19,640 

0 

$74,489 

54,848 

19,641 

0 

$74,489 

47,231 

19,481 

0 

$66,712 

55,855 

18,774 

1,260 

$75,889 

55,855 

18,553 

1.260 

$75,668 

55,852 

18,091 

0 

$73,943 

55,852 

17,860 

0 

$73,712 

1,007 

(867 

1.260 

$1,400 

Fund  Sources 

60,045 
14.444 

60,045 
14.444 

51,712 
15.000 

60,889 
15.000 

60,668 
15.000 

58,943 
15.000 

58,712 
15,000 

844 
556 

General  Fund 
Federal  Revenue  Fund 

Total  Funds 

$74,489 

$74,489 

$66,712 

$75,889 

$75,668 

$73,943 

$73,712 

$1,400 

Program   Description 

The  Citizen's  Advocate  Office  exists  to  provide  accessibility  to  state  government  for  Montana  citizens.  The 
office  provides  information  to  citizens  and  acts  as  a  referral  service  for  public  comments,  suggestions,  and 
requests  for  information.      A  toll-free  number  is  provided   to   the  public   for  this   purpose. 

LFA  Current  Level 

The  Citizens'  Advocate  Office  fiscal  1994  budget  increases  slightly  compared  to  the  fiscal  1992  current  level, 
due  to  minor  increases  in  personal  services  costs  and  increases  in  operating  expenses  for  fixed  costs,  which 
are  offset  by  deflation  factors  for  telephone  costs.  The  equipment  budget  is  for  replacement  of  two 
typewriters. 

Funding 

The  program  is  funded  by  general  fund  with  the  exception  of  a  federal  revenue  appropriation  of  $15,000 
each  year  from  allocations  of  federal  funds  administered  by  the  Department  of  Social  and  Rehabilitation 
Services  and  the  Department  of  Family  Services.  The  allocation  is  for  the  share  of  services  provided  by 
the  Citizens'  Advocate  Office  for  federally  funded  programs  in  those  agencies.  The  federal  revenue 
appropriation    was   established   in   the  January    1992   special   session   to   reduce  general   fund   expenditures. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                            Fiscal  1992 

Current 

Level 

Fiscal  1992 

] 

Current 

Level 

Fiscal  1993 

Vlental  Disabilities  Board  Of  Visitors 

LFA              Executive              LFA              Executive 
Fiscal  1994       Fiscal  1994       Fiscal  1995      Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

4.50 

4.50 

4.50 

4.50 

4.50 

4.50 

4.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

144,701 

34,347 

1,203 

144,703 

34,349 

1,203 

136,754 

53,733 

0 

159,264 

41,135 

6,020 

159,263 

43,464 

6.020 

159,263 

43,651 

2,400 

159,262 

45,978 

2,400 

14,561 
6,786 
4,817 

Total  Costs 

$180,251 

$180,255 

$190,487 

$206,419 

$208,747 

$205,314 

$207,640 

$26,164 

Fund  Sources 

General  Fund 
Federal  Revenue  Fund 

Total  Funds 

139,407 
40.844 

$180,251 

139,410 
40.845 

$180,255 

138,277 
52,210 

$190,487 

152,029 
54.390 

$206,419 

154,356 
54.391 

$208,747 

150,706 
54.608 

$205,314 

153,032 
54.608 

$207,640 

12,619 
13.545 

$26,164 

Program   Description 

The  Mental  Disabilities  Board  of  Visitors,  established  by  the  legislature  in  1975,  is  charged  with  reviewing 
patient  care  at  Montana's  community  mental  health  centers,  as  well  as  the  institutions  for  the  mentally 
ill  and  the  developmentally  disabled.  The  board  also  provides  legal  services  for  the  residents  at  those 
institutions.  The  board  consists  of  five  members  appointed  by  the  Governor.  They  represent,  but  are  not 
limited  to,  consumers,  doctors  of  medicine,  and  behavioral  scientists.  The  board  employs  administrative  and 
legal  staff  and  contracts  with  medical  professionals  to  carry  out  its  responsibilities  for  patient  representation 
and  facility  review. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  over  $26,000  compared  to  the  fiscal  1992  current  level  base, 
due  primarily  to  increases  in  personal  services  costs  and  increases  in  operating  expenses  for  the  federally 
funded  protection   and   advocacy   program. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  and  vacancy  savings  in  fiscal  1992. 
Operating  expenses  increase  nearly  $5,900  for  the  protection  and  advocacy  program  supported  by  federal 
funds,  with  less  than  a  $900  increase  in  general  fund  operating  costs.  Equipment  includes  $3,500  in  fiscal 
1994  for  a  replacement  copy  machine,  $2,000  each  year  for  replacement  of  computers,  and  $520  in  fiscal 
1994   and   $400  in   fiscal    1995  for   computer   software   upgrades. 

Funding 

The  program  is  funded  by  general  fund  plus  a  federal  grant  which  provides  legal  protection  and  advocacy 
for  patients  in  Montana's  institutions  for  the  mentally  ill  and  developmentally  disabled.  The  increase  in 
general  fund  is  for  personal  services  and  for  equipment.  The  increase  in  the  federal  grant  is  for  personal 
services   and   operating  expenses,   and  has   received   preliminary   approval   from    the   federal   government. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscul  1992 

Current 
Love] 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 

FiHcal  1994 

Exocutivo               LFA 
Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exoc.-LFA 

KTE 

35.25 

35.25 

35.25 

35.25 

33.30 

35.25 

33.30 

(1.95 

Personal  Services 
Operating  Expenses 
Equipment 

872,587 

573,450 

15.668 

860,343 

543,846 

15.669 

866,715 

606,196 

19.153 

902,708 

543,906 

28.239 

877,638 

599,373 

37.622 

904,811 

558,859 

17.012 

879,718 

637,674 

32.412 

(50,163 

134,282 

24.783 

Total  Costs 

$1,461,706 

$1,419,858 

$1,492,064 

$1,474,853 

$1,514,633 

$1,480,682 

$1,549,804 

$108,902 

Fund  Sources 

938,543 
182,804 
340.358 

911,734 
180,009 
328.115 

950,943 
181,835 
359.286 

928,346 
197,208 
349.299 

932,612 
216,347 
365.674 

937,174 
195,547 
347.961 

980,554 
202,863 
366.387 

47,646 
26,455 
34.801 

General  Fund 
State  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

$1,461,706 

$1,419,858 

$1,492,064 

$1,474,853 

$1,514,633 

$1,480,682 

$1,549,804 

$108,902 

Agency  Description 

The  Office  of  the  Secretary  of  State  is  established  by  Article  VI,  Section  1  of  the  Montana  Constitution 
and  its  duties  are  set  forth  in  section  2-15-401,  MCA.  The  office  reviews,  maintains,  and  distributes 
records  of  business  and  non-profit  organizations;  files  and  maintains  records  of  secured  financial  transactions; 
and  maintains  the  official  records  of  the  executive  branch  and  the  acts  of  the  legislature.  As  the  chief 
election  officer  of  the  state,  the  Secretary  of  State  is  responsible  for  the  application,  operation,  and 
interpretation  of  election  laws  except  those  pertaining  to  campaign  finance.  The  office  publishes  the 
Administrative   Rules  of  Montana   and  the   Montana  Administrative   Register. 

The  1991  legislature  transferred  State  Agency  Records  Management  to  the  Office  of  the  Secretary  of  State 
from  the  Department  of  Administration.  The  office  administers  state  agency  records  management  functions 
including:  establishing  guidelines  for  inventorying,  cataloguing,  retaining  and  transferring  all  public  records 
of  state  agencies;  establishing  and  operating  the  state  records  center  for  the  purpose  of  storing  and 
servicing  public  records  not  retained  in  office  space;  and  operating  a  central  microfilm  unit  on  a  cost 
recovery  basis  (section   2-6-203,   MCA). 


Adjustments  to  Actual  Expenditures 


Actual 
Fiscal  1992 

Approp.            Budget 
Transfer      Amendment 

One  Time 
Approp. 

FTE                              35.25 

Expenditure      1,461,706 

2,800 

26,81; 

Language     Non-Budget     Statutory 
Approp.      Expendituret      Approp. 


12,243 


All  Other 
Approp. 


Current  Lvl 
Fiscal  1992 


35.25 
1,419,850 


General      Slate  Special      Federal      Cap.  Projects  Proprietary 
Fund  Fund  Fund  Fund  Fund 


Other 
Fund 


Current 
Unrestricted 


Fundi  ng_ 


1,461,706 


26.81.) 


2.H00 


12,243 


1.419,850 


Adjustments  to  Actual   Expenditures 

Three    adjustments    were   made   to   fiscal    1992   expenditures   to   arrive    at   the    adjusted    current   level   base. 
In  fiscal   1992,  $2,800  was  transferred  from  the  fiscal   1993  appropriation  to  the   1992  appropriation  to  cover 
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increased  postage  and  printing  costs  in  the  Administrative  Rules  program.  This  transfer  was  funded  by 
Administrative  Rules  state  special  revenue  account.  A  one-time  appropriation  with  expenditures  of  $26,813 
was  removed  from  the  base.  This  appropriation  paid  for  the  printing  of  voter  information  pamphlets  and 
public  notice  on  the  referendum  to  authorize  a  statewide  2-mill  levy  for  vocational-technical  centers.  Non- 
budgeted  expenditures  record  compensated  absences  for  the  purpose  of  complying  with  Generally  Accepted 
Accounting  Principles   (GAAP)   in   the  Records  Management  proprietary  fund. 

The   difference   in   the   current   level   total   shown   in   this   table   and   the   table   above   is   due   to   rounding. 

Executive  Budget  Comparison 

The  Executive  Budget  current  level  eliminates  1.95  FTE:  1.25  FTE  in  the  Business  and  Government 
Services,  0.25  FTE  in  the  Administrative  Rules,  and  0.45  FTE  in  the  Records  Management  programs. 
In  accordance  with  section  13  of  House  Bill  2,  the  agency  submitted  its  budget  request  with  a  five  percent 
reduction  in  personal  services  costs,  but  requested  the  positions  be  restored  in  two  budget  modifications. 
The  Executive  Budget  restores  the  1.95  FTE.  The  LFA  current  level  includes  all  FTE  authorized  by  the 
1991   Legislature. 

The  Executive  Budget  also  includes  increased  costs  for  some  position  adjustments  made  during  the  first 
part  of  fiscal  1993,  which  are  not  included  in  the  LFA  current  level.  The  net  impact  of  these  two  factors 
accounts  for  the   difference  between   the   Executive   Budget  and   LFA  current  level. 

Operating  expenses  in  the  Executive  budget  are  $137,209  higher  for  the  biennium  than  the  LFA  current 
level.      The   Executive   Budget  includes: 

1)  $18,500  more  for  microfilming  and  computer  processing  costs  in  the  Business  and  Government  Services 
program,  based  on  the  agency  request.  The  LFA  current  level  is  based  on  actual  expenditures  in  fiscal 
1992. 

2)  $15,300  more  for  printing.      The   LFA  current  level   adjusts  for  cyclical   printing  costs. 

3)  $25,200  more  for  publication  costs.  The  LFA  current  level  adjusts  for  the  cyclical  costs  of  the  Voter 
Information   Pamphlet,   which   is  produced  only   in   election  years. 

4)  $19,400  more  for  postage,  reflecting  the  agency  request.  The  LFA  current  level  is  based  on  fiscal  1992 
actual   costs,   which   is   a   20  percent  increase  over  fiscal    1991   costs. 

5)  $5,600  more  for  travel,  at  the  agency's  request.  The  LFA  current  level  is  based  on  fiscal  1992  actual 
expenditures. 

6)  $26,500  more  for  the  cost  of  printing  Administrative  Rules,  which  reflects  the  agency  request.  The  LFA 
current  level  continues  fiscal  1992  actual  expenditures,  which  were  almost  83  percent  more  than  in  fiscal 
1990   and   16   percent  more   than   in   fiscal    1991. 

7)  $25,500  more  in  the  Records  Management  program.  Since  that  program  has  insufficient  proprietary 
revenue   to   support  its   operations,   the   program   is  reduced   in   the   LFA  current  level. 

The  Executive  Budget  is  $24,783  higher  in  equipment.  Most  of  the  difference  is  in  the  Records 
Management  program.  The  LFA  current  level  is  based  on  fiscal  1992  actual  expenditures.  The  Executive 
Budget  contains  the  agency's  request.  As  discussed  in  Issues,  there  is  insufficient  revenue  in  this 
program's  proprietary   account  to  fund   current  level   operations. 
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Secretary  Of  States  Office 
Budget  Modification 

Execut 

P 
G 

ive  Budget  Modifications 

Fiscal  1994 

Fiscal  1995 

FTE 

General 
Fund 

Total 

Funds 

FTE 

General 
Fund 

Total 

Funds 

1  Corporate  Records  Duplication 

2  Restore  5%  Reduction 

3  Restore  5%  Reduction 

Totals 

01 
01 
04 

1.70 
0.25 

1.95 

$32,500 
38,526 

$71,026 

$32,500 

38,526 

4.459 

$75,485 

1.70 
0.25 

1.95 

$32,500 
38,569 

$71,069 

$32,500 

38,569 

4.465 

$75,534 

Executive  Budget  Modifications 


1)  Corporate  Records  Duplication  -  This  budget  modification  will  fund  the  cost  of  the  agency  microfilming 
all  corporation,  trademark,  assumed  business  name,  limited  partnership,  and  bond  records  maintained  by 
the  Secretary  of  State's  Office.  This  request  would  allow  the  agency  to  comply  with  section  2-6-111(5), 
MCA,   which   specifies   that  the   Secretary   of  State   shall   maintain   at  least  two   copies   of  all   records. 

2)  Restore  5%  Reduction  -  This  budget  modification  restores  1.25  FTE  in  the  Business  and  Government 
Services  Program,  deleted  in  response  to  section  13  of  House  Bill  2.  In  addition  to  restoring  the  FTE 
removed  from  this  program,  the  modification  also  restores  0.45  FTE  to  the  Business  and  Government 
Services  program  that  were  deleted  from  other  programs  as  part  of  the  five  percent  reduction.  The  transfer 
of  these  FTE  to  this  program  results  in  increased  general  fund  costs,  since  this  0.4  FTE  was  supported 
by   proprietary   and   state   special   revenue   funds   in    the   other  programs. 

3)  Restore  5%  Reduction  -  The  modified  will  restore  0.25  FTE  in  the  Records  Management  Program, 
eliminated  in  response  to  section  13  of  House  Bill  2.  This  modification  would  be  funded  from  the 
proprietary  fund  account,  adding  to  the  projected  deficit  in  this  account  (See  Records  Management  Program 
Revenue  in   Issues). 
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Elected  Ol 

Secretary  Of  State 

P 
Budget  Modification                              G 

'facials  Budget  Modifications 

Fiscal  1994 

Fiscal  1995 

FTE 

General 
Fund 

Total 

Funds 

FTE 

General 
Fund 

Total 

Funds 

1  New  File  Server  And  Upgrades 

2  Fireproof  Storage  Purchase 

3  Records  Filming-Retrieval 

4  Data  Processing  Personnel 

Totals 

01 
01 
01 
01 

1.00 

1.00 

$28,268 

50,000 

8,950 

33.566 

$120,784 

$28,268 

50,000 

8,950 

33.566 

$120,784 

1.00 
1.00 

33,566 
$33,566 

33.566 
$33,566 

Elected  Officials  Budget  Modifications 


1)  New  File  Server  and  Upgrades  -  This  modification  would  fund  replacement  of  a  computer  file  server 
and  purchase  new  software.  The  agency  states  the  current  server  does  not  have  the  capacity  to  meet 
office  needs. 
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2)  Fireproof  Storage  Purchase  -  This  budget  modification  would  allow  the  purchase  of  fireproof  cabinets 
for  document  storage.  These  cabinets  are  estimated  to  cost  $50,000.  The  agency  proposes  two  alternatives: 
1)  purchase;  or  2)  a  five-year  lease  purchase  at  $12,748  per  year.  The  total  cost  of  the  second  alternative 
would  be   $63,740. 

3)  Records  Filming-Retrieval  -  Photographic  equipment  to  microfilm  business  registrations  and  uniform 
commercial  code  financing  statements  for  more  efficient  storage  and  retrieval  would  be  purchased  with  this 
budget  modification. 

4)  Data  Processing  Personnel  -  A  grade  15  data  processing  position  is  requested  in  this  budget 
modification.  The  new  FTE  would  provide  services  now  being  provided  by  ISD,  private  vendors, 
consultants,   and   office   staff. 

Issues 

Senate   Bill   423   -   Corporation   Information 

Senate  Bill  423,  enacted  during  the  1991  session,  authorized  the  Secretary  of  State  to  sell  lists  of  certain 
corporation  information  maintained  on  the  office's  computer  system.  The  fiscal  note  for  this  bill  estimated 
that  the  sale  would  provide  the  general  fund  with  revenue  of  $15,000  in  fiscal  1992  and  $20,000  in  fiscal 
1993.  According  to  agency  personnel,  no  revenue  has  been  collected  because  the  office  did  not  have  enough 
funding  to   generate   the   lists. 

Increased   Corporation   Filing  Fees 

In   the  January    1992   special   session,   the  following  language   was   added   to   House   Bill   2: 

The  secretary  of  state  is  directed  to  raise  annual  corporation  report  fees  by  an  amount  sufficient  to  deposit  an 
additional   $150,000  in   the   general   fund   beginning  in   fiscal    1993. 

The  fees,  which  are  established  by  administrative  rules,  have  not  been  increased.  The  Secretary  of  State's 
office  does  not  plan  to  raise  the  fees,  due  to  concern  that  fee  increases  would  violate  section  35-1-1206(3), 
MCA,   which   states: 

The  [corporation  report]  fees  must  be  reasonably  related  to  the  costs  of  processing  the  documents  and  preparing  and 
providing  the  services.  The  secretary  of  state  shall  maintain  records  sufficient  to  support  the  fees  established  under 
this   section. 

Currently,  the  agency  does  not  maintain  SBAS  records  in  a  manner  that  isolates  costs  associated  with  this 
service. 

Records  Management  Program   Revenues 

The  Records  Management  Program  is  funded  from  a  proprietary  fund  account  which  receives  revenues  from 
state  agencies  for  records  storage  and  microfilming.  Shortly  after  the  program  was  transferred  to  the 
Secretary  of  State's  Office  in  fiscal  1992,  it  was  apparent  that  revenues  were  falling  behind  expenditures. 
The  program  received  a  $40,000  inter-entity  loan  in  August  1991  from  the  Administrative  Rules  state 
special  revenue  account.  This  loan  was  due  on  January  1,  1992,  but  has  not  yet  been  paid.  Currently, 
the   agency   cannot  repay   the  loan   due   to   the   low  balance  in   the   proprietary   fund   account. 


Office   of  the   Secretary   of  State  Summary 

A-54 


Office   of  the   Secretary   of  State  Summary 

In  the  January  1992  special  session,  House  Bill  9  required  that  $20,000  be  transferred  from  the  Records 
Management  proprietary  account  to  the  general  fund  by  June  30,  1992.  This  transfer  was  not  done  and 
agency  personnel   state   that  it  cannot  be   done   until   the   revenue   situation   in   the   account  improves. 

The  Executive  Budget  contains  spending  authority  of  approximately  $70,000  in  fiscal  1994  and  $70,400  in 
fiscal  1995  from  this  account  in  excess  of  agency  projected  revenues  for  each  of  the  two  fiscal  years. 
There  were  no  plans  submitted  by  the  agency  or  included  in  the  Executive  Budget  to  address  the  revenue 
shortfall. 
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SECRETARY  OF  STATE 

Business  &  Government  Services 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 

Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

22.50 

22.50 

22.50 

22.50 

21.25 

22.50 

21.25 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

543,308 

387,921 

7,313 

$938,543 

543,307 

361,113 

7.314 

$911,734 

536,669 

406,713 

7,561 

$950,943 

563,795 

346,124 

18,427 

$928,346 

552,725 

366,117 

13,770 

$932,612 

565,183 

364,934 

7,057 

$937,174 

554,103 

419,394 

7,057 

$980,554 

20,488 

(14,989 

11.113 

$16,612 

Fund  Sources 

General  Fund 
Total  Funds 

938.543 
$938,543 

911.734 
$911,734 

950.943 
$950,943 

928.346 

$928,346 

932.612 
$932,612 

937.174 
$937,174 

980.554 
$980,554 

16.612 

$16,612 

Program   Description 

The  Business  and  Government  Services  Program  is  the  custodian  of  all  official  acts  of  the  executive  and 
legislative  branches  of  Montana  state  government.  In  addition,  the  program,  responsible  for  insuring 
uniform  application  of  election  laws,  assists  local  officials  in  the  operation  of  all  elections;  publishes  and 
maintains  official  canvass  results;  and  publishes  and  disseminates  voter  information.  The  program  also 
administers  the  Agricultural  Lien  Program,  a  centralized  filing  and  access  system  for  security  interests 
covering  agricultural   products   and   property. 

LFA  Current  Level 

Personal  services  costs  increase  by  $20,488  due  to  annualization  of  the  1993  biennium  pay  plan  and 
vacancy   savings   experienced   in   fiscal    1992. 

Operating  costs  decrease  from  fiscal  1992  to  fiscal  1994  due  to  the  net  of:  1)  a  $6,606  increase  in  fixed 
costs  allocated  to  the  agency;  2)  approximately  $6,800  in  printing  for  required  publications  and  ballot  issues 
which  must  be  printed  each  general  election  year;  and  3)  $27,475  for  deflationary  adjustments,  primarily 
in   computer  processing. 

Equipment  includes:  1)  two  replacement  computers  each  year;  2)  a  HP  IIP  printer  each  year;  3)  a 
microfiche  cabinet  and  a  storage  cabinet  each  year  of  the  biennium;  and  4)  a  microfiche  reader/printer  in 
fiscal    1994. 

Funding 

The  program  is  funded  from  the  general  fund.  However,  the  Secretary  of  State  charges  fees  for  services 
provided  by  this  program  which  are  deposited  in  the  general  fund.  In  fiscal  1992,  the  revenue  from  these 
fees   was   $1.2   million,   compared   to   program   expenditures   of  $938,543. 
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SECRETARY  OF  STATE 

Program  Summary 

Actual 

Current 

Current 

Administrative  Code  Program 

LFA 

Budget  Item 

Expenditures 
Fiscal  1992 

Level 
Fiscal  1992 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Change 
92  --  94 

FTE 

3.50 

3.50 

3.50 

3.50 

3.25 

3.50 

3.25 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

99,762 

83,041 

0 

$182,804 

99,763 

80,246 

Q 

$180,009 

104,379 

75,864 

1,592 

$181,835 

104,413 

91,338 

1,457 

$197,208 

99,013 

115,877 

1,457 

$216,347 

104,538 

89,409 

1,600 

$195,547 

99,134 

102,129 

1,600 

$202,863 

4,650 

11,092 

1.457 

$17,199 

Fund  Sources 

182.804 
$182,804 

180.009 
$180,009 

181.835 
$181,835 

197.208 
$197,208 

216.347 
$216,347 

195.547 
$195,547 

202.863 
$202,863 

17.199 

State  Revenue  Fund 
Total  Funds 

$17,199 

Program   Description 

The  Administrative  Code  Program  executes  the  duties  required  under  the  Montana  Administrative  Procedures 
Act  (Title  2,  Chapter  4,  MCA).  These  duties  include  filing,  indexing,  organizing  for  publication,  and 
distributing  the  administrative  rules  adopted  by  state  agencies  in  the  Administrative  Rules  of  Montana  and 
the   Montana   Administrative   Register. 

LFA  Current  Level 

Personal  services  costs  increase  by  $4,650  due  to  annualization  of  the  1993  biennium  pay  plan  and  vacancy 
savings. 

Operating  expense  increases  are  made  up  of:  1)  inflationary  adjustments  of  $6,857;  and  2)  a  net  increase 
in   fixed   costs  allocated   to   the   agency  of  $4,540. 

Equipment  includes  an   HP   IIP   printer  in   fiscal    1994   and  a   personal   computer  in   fiscal    1995. 

Funding 

The  program  is  funded  from  a  state  special  revenue  fund  received  from  publications  and  subscriptions  of 
the  administrative  rules.  House  Bill  9  enacted  during  the  January  1992  special  session  required  that 
$20,000  of  revenues  from  this  account  be  transferred  to  the  general  fund  on  or  before  June  30,  1993. 
This   transfer  had   not  been   made   as   of  November   1992. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                             Fiscal  1992 

Current 

Level 

Fiscal  1992 

Records  Management 

Current 
Level                  LFA              Executive 
Fiscal  1993       Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

9.25 

9.25 

9.25 

9.25 

8.80 

9.25 

8.80 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

229,516 

102,486 

8,355 

217,273 

102,487 

8,355 

225,667 

123,619 

10.000 

234,500 

106,444 

8,355 

225,900 

117,379 

22.395 

235,090 

104,516 

8,355 

226,481 

116,151 

23.755 

17,227 

3,957 

0 

Total  Costs 

$340,358 

$328,115 

$359,286 

$349,299 

$365,674 

$347,961 

$366,387 

$21,184 

Fund  Sources 

340.358 

328.115 

359.286 

349,299 

365.674 

347.961 

366.387 

21,184 

Proprietary  Fund 

Total  Funds 

$340,358 

$328,115 

$359,286 

$349,299 

$365,674 

$347,961 

$366,387 

$21,184 

Program  Description 

The  State  Agency  Records  Management  program  was  moved  from  the  Department  of  Administration  to  the 
Secretary  of  State's  Office  by  the  1991  Legislature.  The  program  administers  state  agency  records 
management  functions  including:  establishing  guidelines  for  inventorying,  cataloguing,  retaining  and 
transferring  all  public  records  of  state  agencies;  establishing  and  operating  the  state  records  center  for  the 
purpose  of  storing  and  servicing  public  records  not  retained  in  office  space;  and  operating  a  central 
microfilm   unit  on   a   cost  recovery  basis   (section   2-6-203,   MCA). 

LFA  Current  Level 

Personal  services  costs  increase  due  to  annualization  of  the  1993  biennium  pay  plan  and  vacancy  savings 
experienced  in   fiscal    1992. 

Operating  expenses  increase  slightly  due  to  inflationary  adjustments  and  higher  fixed  costs  allocated  to  the 
agency. 

Equipment  includes   additional   shelving  each   year. 

Funding 

The  program  is  funded  with  a  proprietary  fund  account  which  receives  revenues  from  storing  records  for 
state  agencies  and  for  microfilming  services.  As  discussed  in  the  Issues  section,  there  is  insufficient 
revenue  in   this   account  to   support  the   current  level   budget. 
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Agency  Summary 
Budget  Item 

COMMISSIONER  OF  POLITICAL  PRACTICES 

Actual              Current             Current 
Expenditures          Level                 Level                  LFA              Executive              LFA 
Fiscal  1992       Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

3.25 

3.25 

3.25 

3.25 

3.25 

3.25 

3.25 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

94,008 

38,172 

531 

1,176 

92,859 

38,175 

532 

1,176 

93,761 
26,212 

2,108 

97,576 

27,859 

1,535 

232 

97,697 

31,315 

1,525 

232 

97,901 

24,774 

1,300 

98,021 

29,135 

1,564 

241 

7,817 
254 

Total  Costs 

$133,888 

$132,742 

$122,081 

$127,202 

$130,769 

$123,975 

$128,720 

$8,312 

Fund  Sources 

General  Fund 
Total  Funds 

133.888 
$133,888 

132.742 
$132,742 

122.081 
$122,081 

127.202 
$127,202 

130.769 
$130,769 

123.975 
$123,975 

128.720 
$128,720 

8.312 

$8,312 

Agency  Description 

The  Office  of  the  Commissioner  of  Political  Practices  was  created  in  1975  to  monitor  disclosures  of  financial 
contributions  to  and  expenditures  made  by  Montana  political  committees  and  candidates  and  to  oversee  and 
enforce  the  campaign  practices  law  in  Title  13,  Chapters  35  through  37,  MCA.  The  responsibilities  of  the 
office  were  expanded  in  1980  by  Initiative  85  to  include  the  registration  of  lobbyists,  the  filing  of  their 
principals'   financial   reports,   and   the   disclosure  of  elected   officials'   business   and   ownership   interests. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget         One  Time       Language     Non-Budget     Statutory 
Amendment      Approp.           Approp.      Expenditures      Approp. 

All  Other 
Approp. 

Current  Lvl 
Fiscal  1992 

FTE 

3.25 

3.25 

Expenditure 

133,889 

1,150 

132,739 

General 
Fund 

State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding 

133,889 

1.150 

132,739 

Adjustments   to  Actual  Expenditures 

The  Office  of  the  Commissioner  of  Political  Practices  spent  $5,325  on  staff  termination  pay  in  fiscal  1992. 
Funds  for  these  costs  came  from:  1)  a  budget  modification  for  staff  termination  pay  approved  by  the  1991 
legislature  which  added  $1,150  in  fiscal  1992  and  $500  in  fiscal  1993;  and  2)  vacancy  savings.  The  one 
time  appropriation  expenditure  shown  on  the  table  above  represents  funds  authorized  in  the  budget 
modification. 

The   difference   in    the   current   level   total    shown   in    this   table   and   the   table   above   is   due   to   rounding. 
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Executive  Budget  Comparison 

The  Executive  Budget  is  $8,312  higher  than  the  LFA  current  level  in  the  1995  biennium.  The  difference 
is  primarily  in  contracted  services,  where  the  executive  has  included:  1)  $5,000  more  than  the  LFA  for 
printing  forms,  an  accounting  manual,  and  the  campaign  finance  book;  and  2)  $2,700  more  than  the  LFA 
for  legal   fees  and   outside   review   of  the   accounting  manual   and  campaign   finance  book. 
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COMMISSIONER  OF  POLITICAL  PRACTICES     Administration 

ProgTam  Summary 

Actual               Current             Current 
Expenditures           Level                  Level                   LFA               Executive 
Budget  Item                             Fiscal  1992       Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994 

LFA 

Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

3.25 

3.25 

3.25 

3.25 

3.25 

3.25 

3.25 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

94,008 

38,172 

531 

1,176 

92,859 

38,175 

532 

1,176 

93,761 

26,212 

2,108 

0 

97,576 

27,859 

1,535 

232 

97,697 

31,315 

1,525 

232 

97,901 

24,774 

1,300 

0 

98,021 

29,135 

1,564 

0 

4,717 

(10,316 

1,003 

(944 

Total  Costs 

$133,888 

$132,742 

$122,081 

$127,202 

$130,769 

$123,975 

$128,720 

($5,540 

Fund  Sources 

General  Fund 
Total  Funds 

133.888 
1133,888 

132.742 
$132,742 

122.081 
$122,081 

127,202 
$127,202 

130.769 
$130,769 

123.975 
$123,975 

128.720 
$128,720 

(5.540 

($5,540 

Program   Description 

The  Office  of  the  Commissioner  of  Political  Practices  was  created  in  1975  to  monitor  disclosures  of  financial 
contributions  to  and  expenditures  made  by  Montana  political  committees  and  candidates  and  to  oversee  and 
enforce  the  campaign  practices  law  in  Title  13,  Chapters  35  through  37,  MCA.  The  responsibilities  of  the 
office  were  expanded  in  1980  by  Initiative  85  to  include  the  registration  of  lobbyists,  the  filing  of  their 
principals'  financial   reports,   and  the   disclosure  of  elected   officials'  business   and   ownership   interests. 

LFA  Current  Level 

The  agency's  fiscal  1994  budget  decreases  from  adjusted  fiscal  1992  expenditures  primarily  because  of  the 
elimination   of  one-time   expenditures. 

Personal  services  increase  due  to  the  annualization  of  the  fiscal  1993  pay  plan  increase  and  vacancy 
savings  experienced  in   fiscal    1992. 

Operating  expenses  decrease  due  to  the  net  of:  1)  elimination  of  $15,525  of  legal  fee  and  court  cost 
expenditures  associated  with  three  campaign  practice  investigations,  two  of  which  have  been  resolved;  2) 
the  addition  of  $3,500  to  review,  edit,  and  print  the  accounting  manual  and  related  forms  for  candidates 
and   political   committees;  and   3)   an   additional   $1,743   for  ongoing  legal   costs. 

In  fiscal  1995,  the  agency  will  publish  the  campaign  finance  report  and  related  forms  at  a  cost  of 
approximately  $4,000.  The  agency  is  required  by  law  to  charge  a  fee  for  the  campaign  finance  report 
commensurate  with  the  cost  of  publishing  it,  with  funds  received  from  such  sales  deposited  in  the  general 
fund.      The   agency   estimates  revenue  from   sales   will   amount  to   $5,625   during   the    1995  biennium. 

Equipment  includes  replacement  of  a  laser  printer  and  an  "A"  drive,  and  upgrades  for  a  recently  purchased 
used   computer. 

Debt  service   represents   the  final   payment  on   a   photocopier. 

Funding 

Funding  for   the   agency   is   from   the  general   fund. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

OFFICE  OF  THE  STATE  AUDITOR 

Current            Current 
Level                 Level                  LFA              Executive 
Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

70.00 

70.00 

70.00 

68.50 

66.67 

68.50 

66.67 

(183 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance  . 

1,831,586 

1,049,580 

79,802 

16.636.962 

1,826,939 

968,068 

3,332 

1,816,592 

885,073 

13,551 

2,079,487 

1,103,359 

16,616 

2,015,228 

1,142,274 

25,437 

2,083,925 
1,013,990 

2,019,645 
1,046,211 

(128,539 

71,136 

8,821 

Total  Costs 

$19,597,931 

$2,798,339 

$2,715,216 

$3,199,462 

$3,182,939 

$3,097,915 

$3,065,856 

($48,582 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

2,293,214 

8,037,844 

9,108,842 

158.029 

2,135,578 
509,726 

153.035 

2,005,191 
559,208 

150.817 

2,168,349 
870,704 

160.409 

2,140,424 
882,102 

160.413 

2,117,349 
821,274 

159.292 

2,016,997 
889,562 

159.297 

(128,277 
79,686 

9 

Total  Funds 

$19,597,931 

$2,798,339 

$2,715,216 

$3,199,462 

$3,182,939 

$3,097,915 

$3,065,856 

($48,582 

Agency  Description 


The  Office  of  the  State  Auditor,  established  by  Article  VI,  Section  1  of  the  Montana  Constitution,  has 
statutory  responsibility  to  superintend  the  fiscal  duties  of  the  state  and  to  keep  an  account  of  all  state 
warrants.  The  auditor  is  both  ex-officio  commissioner  of  insurance  and  ex-officio  commissioner  of  securities. 
The  auditor  is  charged  with  the  duties  of:  1)  licensing  and  regulating  insurance  companies  and  agents 
within  the  state;  and  2)  regulating  and  registering  securities  dealers.  The  auditor  is  director  of  the  state 
employee   payroll   system,   warrant  writing  system,   and  administers  the   state  bad   debt  collection   function. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp.            Budget         One  Time       Language     Non-Budget 
Transfer      Amendment      Approp.           Approp.      Expenditure.' 

Statutory 
Approp. 

All  Other     Current  Lvl 
Approp.       Fiscal  1992 

FTE                              70.00 

70.00 

Expenditure    19,597,932 

57,000                                       100,643                                            4,996 

16,636,963 

2,798,330 

General      State  Special      Federal      Cap.  Projects  Proprietary 
Fund                Fund                Fund                Fund                Fund 

Other 
Fund 

Current 
Unrestricted 

Funding           19,597,932 

157,643       7,528,120       9.108.843                                         4,996 

2,798,330 

Adjustments   to  Actual  Expenditures 

Only  $2.8  million  of  the  $19.6  million  expended  by  the  State  Auditor's  Office  in  fiscal  1992  was  included 
in  the  adjusted  current  level  budget  base.  The  difference  between  actual  expenditures  and  the  current 
level  base  for  fiscal  1992  is  primarily  due  to  statutory  expenditures  for  the  transfer  of  funds  collected  by 
the  State  Auditor  to  other  activities.  These  include  the  transfer  of  a  portion  of  insurance  premium 
collections  to  firefighter  and  police  pension  funds,  and  the  distribution  of  forest  reserve  funds  to  counties. 
Other  adjustments  to  fiscal  1992  current  level  include:  1)  a  transfer  of  $57,000  general  fund  appropriation 
authority  from  fiscal  1993  to  fiscal  1992  for  increased  postage  costs  of  the  state  warrant  writing  system; 
2)  $4,996  in   non-budgeted  expenditures  resulting  from  accruals  for  compensated  absences  and  depreciation; 
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and  3)  budget  modifications  for  equipment  purchases,  including  $97,674  for  a  computer  replacement  system 
and   $2,969  for  office   equipment. 

The  70.0  FTE  in  fiscal  1992  current  level  was  reduced  to  68.5  in  LFA  current  level  for  the  1995  biennium 
as   a  result  of  the   P/P/P  on-line   conversion   in   the   State   Payroll   program. 

The   difference   in   the   current  level   total   shown   in   this   table   and   the   table   above   is   due   to   rounding. 

Executive  Budget  Comparison 

The  Executive  Budget  has  1.83  fewer  FTE  and  is  over  $48,000  lower  than  LFA  current  level  for  the 
biennium,  primarily  due  to  the  5  percent  personal  services  reduction.  The  Executive  Budget  eliminates 
3.33  FTE  and  $190,232  in  personal  services  as  a  result  of  the  July  special  session  requirement  that 
agencies  with  more  than  20  FTE  include  a  5  percent  FTE  reduction  in  their  budget  request  for  the  1995 
biennium.  The  Executive  Budget  has  not  included  budget  modifications  to  restore  any  of  these  FTE,  but 
the  State  Auditor  has  submitted  an  elected  official  budget  modification  to  restore  2.33  of  the  3.33  FTE. 
The  LFA  current  level  includes  funding  for  all  FTE  authorized  by  the  1991  Legislature,  minus  1.5  FTE. 
The  LFA  current  level  eliminated  1.5  FTE  and  $61,693  in  personal  services  costs  as  a  result  of  efficiencies 
gained  in   the   State   Payroll   program  from   conversion   of  the   P/P/P   system   to  an   on-line   process. 

The  Executive  Budget  current  level  operating  expenses  are  $71,136  higher  than  the  LFA  current  level. 
Differences   occur  because: 

1)  The  executive  provides  $119,618  more  funding  for  increased  data  processing  and  supplies  costs  from  an 
anticipated  increase  in  the  volume  of  warrants  processed  in  the  Fiscal  Control  and  Management  program. 
The   LFA  current  level   for   those   costs   is   at   the   amount  included   in   the   agency   budget  request. 

2)  The  LFA  current  level  provides  $65,279  more  funding  for  increased  postage  costs  from  the  anticipated 
increase  in  the  volume  of  warrants  processed  in  the  Fiscal  Control  and  Management  program.  The 
Executive   Budget  includes   this   increase  in   a  budget  modification. 

3)  The  Executive  Budget  includes  $8,584  more  in  current  level  for  dues.  The  LFA  current  level  reduced 
dues   to   a   3-year   average   since  fiscal    1992   dues   costs   were   exceptionally  high. 

4)  The  Executive  Budget  includes  $5,820  more  than  LFA  current  level  for  contract  hearings  officers  for 
insurance   cases. 

5)  Other  minor  differences   result  in   a  net  $2,393  lower  LFA  current  level. 

The  Executive  Budget  for  equipment  is  higher  because  it  includes  $16,471  for  a  forms  burster  for  the 
warrant  writing  system  that  is  not  included  in  LFA  current  level.  This  higher  executive  equipment 
allowance  is  partially  offset  by  the  inclusion  of  $7,650  in  LFA  current  level  for  office  equipment  in  the 
State  Payroll,  Insurance,  and  Fiscal  Control  and  Management  programs  that  is  not  included  in  the 
Executive   Budget. 

Differences  in  funding  include  the  allocation  of  $163,386  more  state  special  revenue  (and  correspondingly 
less  general  fund)  in  the  Executive  Budget  for  the  state  payroll  and  warrant  writing  systems  (for  further 
discussion,  see  the  "Issues"  section).  This  difference  in  state  special  revenue  funding  is  partially  offset  by 
the  inclusion  in  LFA  current  level  of  $83,700  state  special  revenue  funds  in  the  Insurance  program 
supported  by  revenues  from  collection  of  non-resident  insurance  producer  license  fees.  The  state  special 
revenue  account  was  established  by  the  January   1992  special  session  beginning  in  fiscal   1993,  as  a  means 
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of  reducing  general   fund   support  for   the   program, 
entirely   with   general   fund. 

Supplemental 


The    Executive    Budget   funds   the    Insurance   program 


The  Executive  Budget  includes  a  supplemental  fiscal  1993  request  of  $155,000  general  fund  in  the  Fiscal 
Management  and  Control  program  for  postage  costs  of  mailing  state  warrants.  The  request  cites  a  6 
percent  growth  in  the  volume  of  warrants  processed  above  the  anticipated  level.  The  request  includes  the 
amount  needed  to  cover  a  $57,000  appropriation  transfer  from  fiscal  1993  to  fiscal  1992.  In  developing 
the  1995  biennium  budget,  both  the  Executive  Budget  and  the  LFA  current  level  included  funding  for  the 
increased   postage   in   the   supplemental   in   current  level. 
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Budget  Modification 

Execut 

P 
G 

ive  Budget  Modifications 

Fiscal  1994 

Fiscal  1995 

FTE 

General 
Fund 

Total 
Funds 

FTE 

General 
Fund 

Total 
Funds 

1  Warrant  System  Postage 

2  Bad  Debts  Expansion 

Totals 

10 
10 

1.00 
1.00 

$7,378 
$7,378 

$25,753 
37,494 

$63,247 

1.00 
1.00 

$11,241 
$11,241 

$39,526 
37.494 

$77,020 

Executive   Budget   Modifications 

1)  Warrant  System  Postage  -  This  budget  modification  is  included  in  the  Executive  Budget  in  anticipation 
of  a  5  percent  annual  growth  in  postage  costs  due  to  the  increased  volume  of  state  warrants  mailed  by 
the  State  Auditor's  Office.  These  costs  will  be  funded  approximately  29  percent  by  general  fund  and  the 
remainder  from  the  warrant  writing  state  special  revenue  account,  at  a  biennial  cost  of  $65,279.  Funding 
for  this  budget  modification  is  already  included  in  the  LFA  current  level,  as  the  costs  are  considered  to 
be   essential   to   provide   current  level   services. 

2)  Bad  Debts  Expansion  -  The  Executive  Budget  includes  a  budget  modification  for  an  expansion  in  the 
Bad  Debts  program  by  adding  1.0  FTE  and  corresponding  operating  costs.  This  expansion  began  in  fiscal 
1993  by  budget  amendment.  The  additional  FTE  would  process  bad  debts  in  current  income  tax 
receivables,  and  the  executive  estimates  the  expansion  will  increase  debt  collections  for  the  general  fund 
by   $500,000   each   year.      Funding  is  from   the  bad   debts   collection   proprietary  fund   account. 

Elected  Officials  Budget  Modifications 

1)  Restore  5%  Reduction  -  This  budget  modification  would  restore  a  1.0  FTE  insurance  investigator  removed 
from  the  Insurance  program  in  accordance  with  section  13  of  House  Bill  2.  The  position  is  one  of  three 
investigators  in  the  division.  The  agency  states  that  additional  revenue  from  fines  generated  by  the 
investigator   will   more   than   cover  the   cost  of  the   position. 

2)  Restore  5%  Reduction  -  This  budget  modification  would  restore  a  1.0  FTE  investment  examiner  removed 
from  the  Securities  program  in  accordance  with  section  13  of  House  Bill  2.  The  position  reviews  all 
securities  products  proposed   to   be   registered   in   Montana.      The   agency   states  that  loss   of  the   position 
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Budget  Modification 

Elected  Oi 
p 

G 

ficials 

Budget  Modifications 

Fiscal  1994 

Fiscal  1995 

FTE 

General 
Fund 

Total 
Funds 

FTE 

General 
Fund 

Total 
Funds 

1  Restore  5%  Reductions 

2  Restore  5%  Reductions 

3  Restore  5%  Reductions 

Totals 

03 

04 
10 

1.00 
1.00 

0.33 

2.33 

$35,934 

33,056 

6.520 

$75,510 

$35,934 

33,056 

6.520 

$75,510 

1.00 
1.00 
0.33 

2.33 

$35,977 

33,106 

6,520 

$75,603 

$35,977 

33,106 

6.520 

$75,603 

would  require  reassignment  of  a  criminal  investigator  to  these  duties,  with  a  50  percent  reduction  in 
criminal   investigations. 

3)  Restore  5%  Reduction  -  This  budget  modification  would  restore  a  0.33  FTE  administrative  clerk  removed 
from  the  Fiscal  Control  and  Management  program  in  accordance  with  section  13  of  House  Bill  2.  The 
position   processes  lost,   destroyed,   forged,   returned,   canceled,   and   stale-dated   warrants. 

Funding  for  all   of  these   positions  is   included  in   LFA  current  level. 

Issue 

Fixed   Cost   Fee   Allocations 

The  State  Auditor's  Office  provides  two  services  to  state  agencies  that  are  funded  by  fees  charged  to 
customer  agencies  --  the  state  payroll  and  the  state  warrant  writing  systems.  Fees  are  allocated  to  agencies 
based  upon  an  estimated  program  cost  base,  and  the  allocation  is  included  in  the  user  agency  budget 
requests.  The  executive  develops  the  cost  allocation  plan  and  approves  the  fee  allocation  to  be  charged 
to  agencies.  To  allow  easier  comparison  between  the  executive  and  LFA  current  level  budgets  in  the 
agencies,  the  LFA  current  level  uses  the  same  estimated  costs  for  the  1995  biennium  for  both  the  payroll 
and  warrant  writing  services.  However,  the  LFA  did  not  review  the  reasonableness  of  the  plans  prior  to 
inclusion   in   agency  budgets. 

Table  A  compares  the  cost  allocation  base  used  for  the  agency  request  and  LFA  current  level  for  each 
system.  As  shown,  the  cost  allocation  base  used  to  determine  agency  fees  was  higher  than  either  of  the 
proposed  current  level  bases.  This  results  in  an  over-assessment  of  fees  to  non-general  fund  customers 
when   compared   to   the   percent  of  services   provided. 

Table  A  shows  the  total  fees  that  are  included  in  agency  budgets  ("Executive  Allocation  Plan")  for  the  1995 
biennium.  If  all  of  the  state  special  revenues  generated  are  appropriated  in  the  1995  biennium,  non- 
general  fund  sources  will  pay  a  higher  percentage  of  the  cost  of  the  services  for  both  systems  than  they 
receive. 
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Table  A 

Fixed  Cost  Fee  Allocations 

1995  Bit 

jnnium 

Description 

-  -  Payroll  System  -  - 
Fiscal  1994    Fiscal  1995 

Warrant  Writing  System 
Fiscal  1994     Fiscal  1995 

System  Cost  Base: 

Agency  Budget  Request  (Current  &  Modified  Level) 

LFA  Current  Level 

Executive  Allocation  Plan  (Assessment  to  Agencies) 

$531,416 
593,458 
643,448 

$532,990 
533,830 
645,955 

$690,308 
698,581 
761,623 

$680,088 
675,732 
781,199 

Non-General  Fund  Support: 

Percent  of  Services  Provided  to  Non-Gen.  Fund  Pgms 
Fees  Generated  by  Executive  Allocation  Plan 
LFA  Current  Level  (SSR  Funds) 

55.50% 

$357,087 

329.369 

55.50% 

$358,812 

296,276 

71.35% 

$543,390 

499,485 

71.56% 

$559,035 

483,148 

Excess  Fee  Collections 

$27,718 

$62,536 

$43,905 

$75,887 

LFA   current  level   prorates   the   funding  for  both   systems   at   the   level   of  services   received  as   determined 

in  the  cost  allocation  plan.     Therefore,  state  special  revenue  funds  55.5  percent  of  the  state  payroll  system 

and    71.35    percent    of    the    warrant    writing    system.       Utilizing    this    method    of    funding  results    in    an 

accumulation  of  over  $90,000  in  excess  state  payroll  service  fees  and  nearly  $120,000  of  excess  warrant 
writing  fees  during  the  1995  biennium.  These  excess  fee  collections  would  remain  in  the  agency's  state 
special   revenue   account  if  the   legislative   appropriation   approximates   LFA  current  level. 

Reduction  of  the  agency  fees  allocation  for  these  systems  to  match  the  appropriation  for  the  1995  biennium 
would  result  in   a   $210,000  reduction   in   agency  budgets  from   all  fund   sources. 
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Actual 
Expenditures 
Budget  Item                          Fiscal  1992 

Curront 
Level 

Fiscal  1992 

( 

Curront 

Level 

Fiscal  1993 

Central  Management 

LFA              Executive 
Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

8.00 

8.00 

8.00 

8.00 

8.00 

8.00 

8.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

225,796 
50,157 
73.501 

225,797 

25,987 

0 

211,110 

54,884 
11.256 

243,258 

27,357 

330 

243,257 

31,137 

330 

243,740 

24,938 

0 

243,739 

28,210 

0 

17,461 

1,370 

330 

Total  Costs 

$349,456 

$251,784 

$277,250 

$270,945 

$274,724 

$268,678 

$271,949 

$19,161 

Fund  Sources 

General  Fund 
Total  Funds 

349.456 
$349,456 

251.784 
$251,784 

277.250 
$277,250 

270.945 
$270,945 

274.724 
$274,724 

268.678 
$268,678 

271.949 
$271,949 

19.161 

$19,161 

Program  Description 

The  Central  Management  Division  is  responsible  for  the  administrative,  budgeting,  personnel,  and  accounting 
functions  for  the   State  Auditor's   Office. 

LFA  Current  Level 

The  program's  fiscal  1994  budget  increases  over  $19,000  as  compared  to  the  fiscal  1992  current  level  base 
primarily  due  to  increases  in  personal  services,  which  are  up  due  to  the  1993  biennium  pay  plan  and 
vacancy  savings  in  fiscal  1992.  Operating  expenses  increase  slightly  due  primarily  to  higher  fixed  costs, 
including  a  higher  allocation  for  insurance  and  office  rent.  The  equipment  budget  is  for  the  purchase  of 
calculators. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                           Fiscal  1992 

Current 

Level 

Fiscal  1992 

State  Payroll 

Current 
Level                  LFA              Executive 
Fiscal  1993      Fiscal  1994      Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

Total  Funds 

9.00 

239,921 

346,961 

0 

$586,882 

224,155 
362.726 

$586,882 

9.00 

239,921 

346,962 

0 

$586,883 

224,156 
362.727 

$586,883 

9.00 

238,324 

304,100 

0 

$542,424 

171,898 
370.526 

$542,424 

7.50 

238,904 

350,054 

4,500 

$593,458 

264,089 
329.369 

$593,458 

8.00 

250,162 

350,054 

0 

$600,216 

243,129 
357.087 

$600,216 

7.50 

239,482 

294,348 

0 

$533,830 

237,554 
296.276 

$533,830 

8.00 

250,820 

296,450 

0 

$547,270 

188,458 
358.812 

$547,270 

(150 

(1,017 
3,092 
4.500 

$6,575 

39,933 
(33.358 

$6,575 

Program   Description 

The  State  Payroll  Division  is  responsible  for  preparing  the  state  payroll  for  state  agencies  on  a  biweekly 
basis.  In  addition,  the  division  is  responsible  for  maintaining  the  data  base  for  the  state 
Payroll/Personnel/Position  Control  (P/P/P)  System,  which  is  an  integrated  data  base  system  incorporating  all 
the   requirements   and   data   elements   of  three   systems:      payroll,   personnel,   and   position   control. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  only  slightly  as  compared  to  the  fiscal  1992  current  level  base, 
although  there  were   several  offsetting  adjustments  to  the  base. 

Personal  services  decrease  nearly  $30,000  due  to  the  elimination  of  1.5  FTE  as  a  result  of  the  P/P/P  on- 
line conversion,  but  the  decrease  is  almost  completely  offset  by  the  1993  biennium  pay  plan  increases  and 
vacancy  savings  in  fiscal  1992.  When  the  agency  requested  funding  for  the  P/P/P  conversion  in  the  1991 
biennium,  it  estimated  that  up  to  1.75  FTE  payroll  clerks  could  be  eliminated  upon  its  completion.  The 
1991  legislature  eliminated  0.5  FTE  for  the  1993  biennium  as  a  result  of  the  conversion,  but  the  agency 
asked  to  defer  further  reductions  until  the  project  was  fully  implemented,  stating  that  even  more  FTE  than 
originally   estimated   would  be   eliminated. 

Operating  expenses  are  budgeted  at  the  level  appropriated  by  the  January  1992  special  session,  except  for 
increases  in  the  allocation  of  fixed  costs  and  systems  development  costs  (due  to  an  increase  in  the  ISD 
hourly  rate).  These  increases  were  nearly  offset  by  a  reduction  in  the  computer  processing  rates  charged 
by  the  Department  of  Administration.  Operating  expenses  are  nearly  $56,000  lower  in  fiscal  1995  due  to 
the  biennial  appropriation  for  audit  fees  of  $44,955  in  fiscal  1992  only  and  a  reduction  of  over  $11,000 
in   computer  processing  fees  for  this  program   in   fiscal    1993. 

Equipment  includes  replacement  of  a   microfiche   reader-printer,   calculators,   and   minor  office   equipment. 

Funding 

State  special  revenue  funds  are  derived  from  payroll  service  fees  charged  to  agency  non-general  fund 
operations,  representing  55.5  percent  of  total  services.  There  is  a  direct  appropriation  from  the  general 
fund  of  44.5  percent  of  total   program   costs  for  payroll   services  to  general   funded   employees.     There  is  an 
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increase  in  general  fund  and  a  corresponding  reduction  in  state  special  revenue  support  as  an  existing  fund 
balance  of  $12,500  from  the  Central  Payroll  Account  was  used  to  offset  general  fund  in  fiscal  1992.  The 
state  special  revenue  appropriation  in  fiscal  1992  was  higher  than  in  the  1995  biennium  because  the  final 
program  appropriation  was  less  than  the  estimates  used  to  establish  the  payroll  fee  charged  to  non-general 
fund  programs. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                            Fiscal  1992 

Current 

Level 

Fiscal  1992 

Insurance 

Current 
Level                  LFA 
Fiscal  1993       Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
l  Equipment 

Total  Costs 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

Total  Funds 

31.00 

806,104 

138,931 

3.113 

$948,149 

948,149 
0 

$948,149 

31.00 

806,104 

138,938 

284 

$945,326 

945,326 
0 

$945,326 

31.00 

820,998 

145,660 

1,995 

$968,653 

926,803 
41.850 

$968,653 

31.00 

971,094 

163,192 

6,000 

$1,140,286 

1,098,436 
41.850 

$1,140,286 

30.00 

935,160 

168,578 

3,300 

$1,107,038 

1,107,038 
0 

$1,107,038 

31.00 

973,298 

153.700 

0 

$1,126,998 

1,085,148 
41.850 

$1,126,998 

30.00 

937,323 

159,266 

0 

$1,096,589 

1,096,589 
0 

$1,096,589 

0.00 

164,990 

24,254 

5.716 

$194,960 

153,110 
41,850 

$194,960 

Program   Description 

The  Insurance  Division  regulates  the  insurance  industry  in  Montana  for  the  protection  of  Montana 
consumers.  The  division  is  comprised  of  three  bureaus:  Compliance,  Examinations,  and  Producer  Licensing. 
The  Compliance  Bureau  is  responsible  for  resolving  insurance  consumer  inquiries  and  complaints  involving 
agents,  coverage,  and  companies.  The  bureau  also  investigates  insurance  code  and  rule  violations.  The 
Examinations  Bureau  is  responsible  for  collecting  premium  taxes  and  company  fees,  and  auditing  insurance 
company  annual  statements.  The  bureau  is  also  responsible  for  reviewing  form  filings  to  ensure  compliance 
with  insurance  code,  and  for  reviewing  rate  filings.  The  Licensing  Bureau  is  responsible  for  licensing 
insurance   agents,   agencies,   and   adjusters. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  nearly  $195,000  compared  to  the  fiscal  1992  current  level  base 
due  to   significant  increases  in   personal   services   costs   and  in   rent  and   other  fixed   cost  allocations. 

Personal    services    increase    nearly    $165,000  due    to    the    1993    biennium    pay    plan    increases    and    a    high 

vacancy    savings   rate    in   fiscal    1992.      The  agency   laid    off  several    personnel    following   the    1992    special 

session  budget  reductions.  The  positions  that  were  vacant  in  fiscal  1992  are  fully  funded  in  1995 
biennium   current  level. 

Operating  expenses  increase  primarily  due  to  increases  in  the  allocation  of  fixed  costs  to  this  program  for 
rent  and  other  services.  Operating  expenses  are  lower  in  fiscal  1995  due  to  the  biennial  appropriation 
for  audit  fees  of  $10,614  in   fiscal    1992   only. 

Equipment  is  for  replacement  of  general  office  equipment  including  chairs,  partitions,  storage  cabinets,  and 
calculators. 

Funding 

The  program  is  funded  by  general  fund  with  the  exception  of  an  annual  appropriation  of  $41,850  state 
special  revenue  funds  supported  by  revenues  from  collection  of  non-resident  insurance  producer  license  fees. 
The  state  special  revenue  account  was  established  by  the  January  1992  special  session  beginning  in  fiscal 
1993,   as   a  means  of  reducing  general  fund   support. 
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The  insurance  license  and  permit  fees  and  premium  taxes  collected  by  the  division  are  deposited  in  the 
general  fund.  In  fiscal  1992,  the  division  collected  $1.9  million  in  licenses  and  permits  and  $18.5  million 
in   premium   taxes,   compared   to   program   expenditures   of  $0.9   million. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                          Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

Securities 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

9.00 

9.00 

9.00 

9.00 

8.00 

9.00 

8.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

259,197 

40,196 

140 

259,197 

40,197 

0 

252,939 

42,260 

0 

288,108 

47,675 

0 

255,051 

47,882 

0 

288,514 

44,871 

0 

255,407 

45,152 

0 

28,911 

7,478 

0 

Total  Costs 

$299,534 

$299,394 

$295,199 

$335,783 

$302,933 

$333,385 

$300,559 

$36,389 

Fund  Sources 

299.534 
$299,534 

299.394 
$299,394 

295.199 
$295,199 

335.783 
$335,783 

302.933 
$302,933 

333.385 
$333,385 

300.559 
$300,559 

36.389 

General  Fund 
Total  Funds 

$36,389 

Program  Description 

The  Securities  Department  is  responsible  for  the  administration  and  enforcement  of  the  Securities  Act  of 
Montana  as  provided  in  Title  30,  Chapter  10,  MCA.  The  department  is  responsible  for  the  registration 
of  securities  issuers,  salesmen,  broker-dealers,  investment  advisers,  investment  adviser  representatives,  and 
investigation   of  unregistered   and  fraudulent  securities   transactions. 

LFA  Current  Level 

The  division's  fiscal  1994  personal  services  budget  increases  nearly  $29,000  compared  to  the  fiscal  1992 
current  level   base  due   to   the    1993  biennium   pay  plan   increases   and   vacancy   savings   in   fiscal    1992. 

Operating  expenses  increase  primarily  due  to  adjustments  in  the  allocation  of  fixed  costs  to  this  program 
for  rent  and  other  services.  An  increase  of  $2,300  was  included  for  contracted  hearing  officers  to  prosecute 
administrative  actions  against  alleged  violators  of  the  Securities  Act  of  Montana.  Expenditures  for  hearings 
officers  in   the  fiscal    1992  base  year  were   well   below   normal. 

Funding 

The  division  is  supported  by  general  fund.  All  securities  fees  and  fines  collected  by  the  division  are 
deposited  in  the  general  fund.  In  fiscal  1992,  the  division  collected  $2.2  million  in  fees  and  fines, 
compared   to   program   expenditures   of  $0.3   million. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                             Fiscal  1992 

Curront 

Iyevel 

Fiscal  1992 

Fiscal  Control  And  Management 

Curront 
Level                  L.FA              Executive              LFA 
Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

13.00 

300,566 

473,333 

3,047 

$776,946 

471,918 
146,999 
158.029 

$776,946 

13.00 

295,920 

415,984 

3,048 

$714,952 

414.918 
146,999 
153,035 

$714,952 

13.00 

293,221 

338,169 

300 

$631,690 

334,041 
146,832 
150.817 

$631,690 

13.00 

338,123 

515,081 

5,786 

$858,990 

199,096 
499,485 
160.409 

$858,990 

12.67 

331,598 

544,623 

21.807 

$898,028 

212,600 
525,015 
160.413 

$898,028 

13.00 

338,891 

496,133 

0 

$835,024 

192,584 
483,148 
159.292 

$835,024 

12.67 

332,356 

517,133 

0 

$849,489 

159,442 
530,750 
159.297 

$849,489 

0.00 

42,203 

99,097 

2.738 

$144,038 

(215,822 

352,486 

7.374 

$144,038 

General  Fund 
State  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

Program  Description 

The  Fiscal  Control  and  Management  Division  is  responsible  for  the  issuance,  control,  and  recording  of 
claims  and  warrant  payments  for  the  State  of  Montana.  In  addition,  the  division  is  responsible  for 
collecting   and   recording  bad   debts   for   the   state. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  over  $144,000  compared  to  the  fiscal  1992  current  level  base, 
primarily  due  to  increases  in  personal  services  and  large  increases  in  systems  development  and  postage 
and   mailing  costs  for  the   division's   warrant   writing   system. 

Personal  services  increase  over  $42,000  due  to  the  1993  biennium  pay  plan  increases  and  vacancy  savings 
in  fiscal   1992. 

Operating  expenses  increase  over  $101,000  for  the  state  warrant  writing  system,  partially  offset  by 
reductions  of  $1,700  in  operating  costs  for  the  state  bad  debts  collection  system.  Adjustments  in  the 
warrant  writing  system  current  level  operating  costs  include:  1)  a  $28,000  adjustment  in  the  allocation 
of  fixed  costs  for  state  services  provided  by  other  agencies;  2)  a  $14,000  increase  in  systems  development 
costs  (to  allow  necessary  system  improvements),  which  were  well  below  normal  in  fiscal  1992  due  to  budget 
reductions;  3)  a  $1,560  increase  for  equipment  maintenance  contracts;  4)  a  $34,000  reduction  in  computer 
processing  rates  charged  by  the  Department  of  Administration;  5)  inflationary  adjustments  of  $9,000;  and 
6)  an  increase  of  $82,750  for  postage  and  mailing  costs.  The  increase  in  postage  and  mailing  costs  reflects 
a  steady  increase  of  approximately  6  percent  per  year  in  the  volume  of  warrants  processed  annually  by 
the  division  during  the  past  two  biennia.  The  division  transferred  $57,000  from  the  fiscal  1993 
appropriation  to  cover  postage  and  mailing  increases  in  fiscal  1992.  The  fiscal  1994  current  level  budget 
includes  the  $57,000  supplemental  increase  as  well  as  an  allowance  for  an  anticipated  5  percent  annual 
increase   in   the   volume   of  warrants  from   fiscal    1992   to   fiscal    1994. 

Operating  expenses  are  nearly  $19,000  lower  in  fiscal  1995  due  to  the  biennial  appropriation  for  audit  fees 
of  $25,316  in  fiscal  1994  only  and  an  additional  $9,000  reduction  in  computer  processing  rates,  partially 
offset  by   a   $14,000   increase   in   postage   and  mailing  costs   due   to   expected   warrant   volume   increases. 
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Equipment  includes  replacement  of  two  mail  receipt  time  recorders,  a  microfiche  reader-printer,  and  three 
calculators. 

Funding 

General  and  state  special  revenue  funds  are  for  the  operation  of  the  warrant  writing  system.  There  is 
a  direct  appropriation  from  the  general  fund  of  28.5  percent  of  total  warrant  writing  system  costs  for  the 
processing  of  general  fund  warrants.  State  special  revenue  funds  are  derived  from  warrant  writing  service 
fees  charged  to  agencies  for  processing  non-general  fund  warrants,  representing  71.5  percent  of  total  warrant 
services.  Proprietary  funds  are  for  the  operation  of  the  bad  debts  collection  system,  with  revenues  from 
retention   of  a   percentage   of  the  bad   debt  collections   on   behalf  of  state   agencies. 

Prior  to  the  1993  biennium,  the  warrant  writing  system  was  supported  entirely  by  general  fund.  The  1991 
Legislature  required  the  State  Auditor  to  establish  a  cost  recovery  plan  for  the  1995  biennium  to  recover 
costs  from  non-general  fund  activities  and  to  deposit  the  fees  in  a  state  special  revenue  account.  In  the 
interim,  the  legislature  assessed  warrant  processing  fees  on  the  three  largest  non-general  fund  accounts  in 
the  1993  biennium  to  provide  a  partial  recovery  of  warrant  processing  costs.  The  conversion  to  a  cost 
recovery  system  results  in  a  general  fund  savings  of  $147,000  each  year  in  the  1993  biennium,  $352,500 
in  fiscal  1994,  and  $336,000  in  fiscal  1995,  for  a  total  savings  of  nearly  $1  million  over  the  two  biennia. 
The  general  fund  savings  from  fiscal  1992  to  fiscal  1994  are  partially  offset  by  the  increased  costs  of  the 
system. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

19.00 

18.00 

18.00 

18.00 

18.00 

18.00 

18.00 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  and  Claims 

545,042 

229,241 

19,572 

3,466,199 

452.954 

528,375 

181,937 

14,292 

3,155,460 

452.954 

554,985 

219,104 

6,085 

3,282,918 

451.143 

581,040 

178,566 

10,523 

3,210,244 

590.000 

581,042 

182,867 

9,023 

3,210,244 

590.000 

582,904 

181,578 

9,987 

3,210,244 

590.000 

582,908 

185,888 

7,066 

3,210,244 

590.000 

6 

8,611 
(4,421 

Total  Costs 

$4,713,009 

$4,333,018 

$4,514,235 

$4,570,373 

$4,573,176 

$4,574,713 

$4,576,106 

$4,196 

Fund  Sources 

455,253 

618,025 

3.639.730 

J4J1 3,009 

455,254 

543,995 

3.333.769 

$4,333,018 

474,417 

563,498 

3.476.320 

$4,514,235 

472,162 

571,903 

3.526.308 

$4,570,373 

475,970 

571,903 

3.525.303 

$4,573,176 

476,502 

571,903 

3.526.308 

$4,574,713 

478,901 

571,903 

3.525.302 

$4,576,106 

6,207 
(2.011 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

$4,196 

Agency  Description 

The  mission  of  the  Crime  Control  Division  is  to  promote  public  safety  by  strengthening  the  coordination 
and  performance  of  the  criminal  and  juvenile  justice  system.  The  division  was  created  by  section 
2-15-2006,  MCA.  Under  the  direction  of  a  supervisory  Board  of  Crime  Control  appointed  by  the  Governor, 
the  Crime  Control  Division  provides  financial  support,  technical  assistance,  and  supportive  services  to  state 
and  local  criminal  justice  agencies.  The  board  administers  and  awards  several  grant  programs,  including 
the  Juvenile  Justice  and  Delinquency  Prevention  Act,  the  Victim/Witness  Assistance  Act,  the  State  and 
Local  Law  Enforcement  Assistance  Act,  the  Narcotics  Control  Assistance  Program,  and  the  State  Crime 
Victims'  Compensation   program. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget          One  Time       Language     Non-Budget 
Amendment      Approp.           Approp.      Expenditures 

Statutory 

All  Other     Current  Lvl 
Approp.       Fiscal  1992 

FTE                              19.00 

1.00 

18.00 

Expenditure      4,713,010 

141,365 

74,031 

164,594        4,333,020 

General 
Fund 

State  Special      Federal      Cap.  Projects  Proprietary 
Fund                Fund                Fund                Fund 

Other 
Fund 

Current 
Unrestricted 

Funding              4.713.010 

74.031            305.959 

4,333.020 

Adjustments   to  Actual  Expenditures 

The  difference  between  actual  expenditures  and  the  current  level  base  for  fiscal  1992  is  due  to:  1)  budget 
amendments  for  federal  grant  funds  of  $97,500  for  services  to  victims  of  crime  on  Indian  Reservations  and 
$43,865  to  enhance  and  expand  the  capability  of  the  division's  statistical  analysis  center;  2)  statutory 
appropriation  expenditures  of  1.0  FTE  and  $74,031  from  net  lottery  proceeds  for  grants  to  counties  for 
youth  detention  services;  and  3)  $164,594  for  continuing  appropriations  from  prior  years  of  federal  pass- 
through   grant  funds. 
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The  difference  between  the  current  level  total  shown  in  this  table  and  in  the  main  table  above  is  due 
to  rounding. 

Executive  Budget  Comparison 

The  Executive  Budget  is  $4,196  higher  than  LFA  current  level  for  the  biennium.  Operating  expenses  are 
higher  in  the  Executive  Budget  for  the  following  reasons:  1)  the  LFA  current  level  eliminates  $5,000  of 
one-time  expenses  from  the  base  that  were  for  the  implementation  of  probation  and  parole  officer  standards 
development  (Senate  Bill  379);  2)  the  LFA  current  level  eliminates  $4,400  of  fixed  costs  from  the  base 
that  are  paid  by  a  statutory  appropriation;  and  3)  the  executive  includes  $789  of  other  minor  offsetting 
differences  below  LFA  current  level.  The  Executive  Budget  is  $4,421  lower  in  equipment  than  the  LFA 
current  level  because   it   does  not  include  the   agency's  request  for  office  furniture   replacement. 
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Budget  Modification 

Executive  Budget  Modifications 

Fiscal  1994 

Fiscal  1995 

P                        General              Total 
G       FTE            Fund                Funds 

FTE 

General 
Fund 

Total 

Funds 

1  Improved  Victim  Services 
Totals 

01                                                           $2,020 

$2,020 

$1,960 
$1,960 

Executive  Budget  Modifications 


1)  Improved  Victim  Services  -  The  Executive  Budget  includes  a  budget  modification  for  crime  victim 
benefits  state  special  revenue  funds  to  increase  administrative  support  for  the  crime  victim  benefits 
program.  Both  the  Executive  Budget  and  the  LFA  current  level  include  $191,806  for  administrative  costs 
and  $910,000  for  benefits  and  claims  from  the  state  special  revenue  funds.  Administrative  funds  support 
1.0  FTE  and  operating  costs  to  support  the  state  Crime  Victims'  Compensation  program  and  partial  support 
for  the  federal  crime  victims'  program.  This  modification  would  provide  an  additional  $3,980  for  the 
biennium   to   add   a  toll-free   telephone   line   and  provide  additional   travel   funds  for  the   administrator. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                          Fiscal  1992 

Current 

Level 

Fiscal  1992 

Justice  System  Support  Service 

Current 
Level                  LFA              Executive              LFA 
Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  and  Claims 

Total  Costs 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

19.00 

545,042 

229,241 

19,572 

3,466,199 

452.954 

$4,713,009 

455,253 

618,025 

3.639.730 

$4,713,009 

18.00 

528.375 

181,937 

14,292 

3,155,460 

452.954 

$4,333,018 

455,254 

543,995 

3.333.769 

$4,333,018 

18.00 

554,985 

219,104 

6,085 

3,282,918 

451.143 

$4,514,235 

474,417 

563,498 

3.476,320 

$4,514,235 

18.00 

581,040 

178,566 

10,523 

3,210,244 

590.000 

$4,570,373 

472,162 

571,903 

3.526.308 

$4,570,373 

18.00 

581,042 

182,867 

9,023 

3,210,244 

590.000 

$4,573,176 

475,970 

571,903 

3.525.303 

$4,573,176 

18.00 

582,904 

181,578 

9,987 

3,210,244 

590.000 

$4,574,713 

476,502 

571,903 

3.526.308 

$4,574,713 

18.00 

582,908 

185,888 

7,066 

3,210,244 

590.000 

$4,576,106 

478,901 

571,903 

3.525.302 

$4,576,106 

0.00 

52,665 
(3,371 
(3,769 
54.784 
137.046 

$237,355 

16,908 

27,908 

192.539 

$237,355 

Program  Description 

The  mission  of  the  Crime  Control  Division  is  to  promote  public  safety  by  strengthening  the  coordination 
and  performance  of  the  criminal  and  juvenile  justice  system.  The  division  was  created  by  section 
2-15-2006,  MCA.  Under  the  direction  of  a  supervisory  Board  of  Crime  Control  appointed  by  the  Governor, 
the  Crime  Control  Division  provides  financial  support,  technical  assistance,  and  supportive  services  to  state 
and  local  criminal  justice  agencies.  The  board  administers  and  awards  several  grant  programs,  including 
the  Juvenile  Justice  and  Delinquency  Prevention  Act,  the  Victim/Witness  Assistance  Act,  the  State  and 
Local  Law  Enforcement  Assistance  Act,  the  Narcotics  Control  Assistance  Program,  and  the  State  Crime 
Victims'   Compensation   program. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  over  $237,000  as  compared  to  the  fiscal  1992  current  level  base 
primarily  due   to  increases  in   personal   services  and  federal   crime   victims'  benefits  funds. 

Personal  services  increase  due  to  annualization  of  the  1993  biennium  pay  plan  and  vacancy  savings  in 
fiscal  1992.  In  addition  to  the  FTE  shown  in  the  table,  1.0  FTE  and  associated  personal  services  were 
funded  through  a  statutory  appropriation  of  9.1  percent  of  net  lottery  proceeds  to  the  Crime  Control 
Division  to  provide  and  administer  grants  to  counties  for  youth  detention  services.  Unless  the  statutory 
appropriation   is  repealed,   this  FTE  and  related  personal   service  costs  will   continue  in   the   1995  biennium. 

Operating  expenses  are  based  on  the  fiscal  1992  base,  with  minor  adjustments  in  fixed  and  indirect  costs. 
One-time  operating  costs  removed  from  the  base  include  $2,500  expended  to  implement  Senate  Bill  379 
(Parole  Officer  Standards)  and  $1,400  in  telephone  system  change  costs.  Dues  were  reduced  $2,165  to  a 
three-year  average   cost. 

Equipment  includes  a  facsimile  machine,  computer  replacement  equipment,  software  upgrades,  office 
equipment,   and   office  furniture. 

Table    1    shows   the   pass-through   grants   and   benefits   program   funding  included   in   current  level. 
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The  1995  biennium  grant  amounts  are  a 
slight  increase  over  fiscal  1992 
expenditures,  but  are  a  slight  decrease 
from  fiscal  1993  appropriated  levels. 
Although  in  fiscal  1992  the  entire  grant 
funds  appropriated  were  not  spent,  the 
unspent  authority  carries  over  into  future 
years.  The  1995  biennium  current  level 
amounts  are  not  firm  award  amounts,  but 
are  based  on  federal  estimates  (state 
estimates  for  D.A.R.E.  funds)  of  the 
amount  of  grant  funds  that  will  be 
awarded  to   Montana. 

The  largest  increase  in  the  division 
current  level,  as  shown  in  the  main  table, 
is  in  benefits  and  claims,  due  to  the 
addition  of  $135,000  federal  Crime  Victims' 
Compensation  Benefits.  In  fiscal  1992, 
the  program  was  entirely  funded  by  state 
funds,   as   shown   in  Table   1. 


Table  1 
Pass-Through  Grants  &  Benefits 

1995  Biennium 

Pass-Through  Grant  Funds 

Approp. 
Fiscal  1992 

Fiscal  1994 

Fiscal  1995 

Victims'  Assistance                                $333,000 
Juvenile  Justice                                        221,500 
DARE.  Program  Grants  -  SSR               15,200 
Drug  Education/Prevention                    542,218 
Drug  Enforcement  Block  Grant           2.144.000 

Total  Pass-Through  Grants                $3,255,918 

Crime  Victims'  Compensation  Benefits 

$363,000 

224,375 

20,000 

466,588 

2,136,281 

$3,210,244 

$455,000 
135,000 

$3,800,244 

$363,000 

224,375 

20,000 

466,588 

2,136.281 

$3,210,244 

$455,000 
135.000 

$3,800,244 

State  Special  Revenue 
Federal 

Total  Grants  and  Benefits  Funds 

$451,143 
0 

$3,707,061 

Language  was  included  in  House  Bill  2  that  required  the  division  to  charge  tuition  and  fees  sufficient  to 
reimburse  the  general  fund  for  juvenile  justice  training  and  technical  assistance  provided  to  local  law 
enforcement  agencies.      Total   reimbursement  to   the   general   fund   in   fiscal    1992   was   $1,480. 

Funding 

In  addition  to  federal  funding  for  the  pass-through  grant  programs  and  a  portion  of  crime  victims' 
compensation  benefits  in  the  1995  biennium,  federal  funding  is  provided  for  juvenile  justice  programs  and 
for  administration   of  the  Juvenile  Justice   and   Drug   Enforcement  Block   Grant  programs. 

State  special  revenue  funds  Crime  Victims'  Compensation  benefits  and  administration,  and  also  provides 
state  match  funds  for  administration  of  the  federal  Victim  Assistance  Grant  program.  An  additional 
$21,000  state  special  revenue  per  year  is  for  grants  and  administration  for  the  Drug  Abuse  Resistance 
Education   (D.A.R.E.)   program,   funded  by   a  voluntary   income   tax   check-off. 

Funding  for  all  other  Crime  Control  Division  activities  is  general  fund,  including  operation  of  the  Peace 
Officer  Standards  and  Certification  program,  the  Montana  Uniform  Crime  Reporting  System,  general  agency 
administration,  technical  assistance  to  local  law  enforcement,  and  state  match  funds  for  the  juvenile  justice 
and   drug  enforcement  federal   grant  programs. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

8.50 

8.50 

8.50 

8.50 

8.50 

8.50 

8.50 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 

264,130 
168,830 
2,955 
183,080 
751.222 

264,131 
168,832 
2,956 
183,080 
520.000 

289,679 
191,324 
3,000 
184,080 
520.000 

301,524 
181,831 
10,166 
510,000 
900,000 

301,517 
182,105 
10,100 
210,000 
900.000 

302,460 
182,685 
7,730 
510,000 
900.000 

302,453 
182,941 
7,600 
210,000 
900.000 

(14 

530 

(196 

(600,000 

Total  Costs 

$1,370,219 

$1,138,999 

$1,188,083 

$1,903,521 

$1,603,722 

$1,902,875 

$1,602,994 

($599,680 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

183,080 

72,646 

1.114.493 

183,080 

72,646 

883.273 

183,080 

80,807 

924.196 

210,000 

385,124 

1.308.397 

210,000 

85,000 

1.308.722 

210,000 

386,189 

1.306.686 

210,000 

86,000 

1.306.994 

(600,313 
633 

Total  Funds 

$1,370,219 

$1,138,999 

$1,188,083 

$1,903,521 

$1,603,722 

$1,902,875 

$1,602,994 

($599,680 

Agency  Description 

The  Highway  Traffic  Safety  Division  was  established  by  Title  61,  Chapter  2,  MCA,  to  promote  public 
safety,  health,  and  welfare  through  efforts  directed  toward  reducing  death,  injury,  and  property  loss 
resulting  from  traffic  accidents.  Projects  are  developed  and  initiated  in  various  levels  of  government 
primarily  through  federal  grant  funds  provided  through  the  division  to  ensure  that  a  long-term,  stable,  and 
statewide  program  exists.  Current  program  priorities  include  occupant  protection  and  drinking  and  driving 
projects. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget         One  Time       Language     Non-Budget     Statutory 
Amendment      Approp.           Approp.      Expenditure^      Approp. 

All  Other 
Approp. 

Current  Lvl 
Fiscal  1992 

FTE 

8.50 

8.50 

Expenditure 

1,370,220 

231,222 

1,138,998 

General 
Fund 

State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Fundi  ng 

1.370,220 

231,222 

1,138,998 

Adjustments   to  Actual   Expenditures 

The  difference  between  actual  expenditures  and  the  current  level  base  for  fiscal  1992  is  due  to  budget 
amendment  expenditures  of  $231,222  for  additional  federal  pass-through  grant  funds.  These  expenditures 
were  in  addition  to  the  $520,000  appropriated  by  the  1991  Legislature  each  year  of  the  1993  biennium 
for  pass-through   to   state   and   local   agencies  for  highway   safety  projects. 

The  difference  between  the  current  level  total  shown  in  this  table  and  in  the  main  table  above  is  due 
to  rounding. 
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Highway  Traffic   Safety  Summary 

Executive  Budget  Comparison 

The  Executive  Budget  is  nearly  $600,000  lower  than  LFA  current  level  due  to  the  executive's  omission  of 
appropriation  authority  for  the  transfer  of  one-half  of  drivers'  license  reinstatement  fees  to  counties  as 
required  by  statute.  Under  current  law,  counties  use  these  funds  to  provide  grants  to  local  governments 
for  law  enforcement   programs.      This  difference   is   discussed  further  below. 

Other  minor  differences  between  the  executive  and  LFA  current  level  are  due  primarily  to  the  allocation 
of  fixed   costs  in   operating  expenses   and   inflationary   adjustments  in   equipment. 

Distribution   of  Driver's   License   Reinstatement  Fees 

Under  current  statute  (section  61-2-107,  MCA),  a  driver's  license  reinstatement  fee  of  $100  is  charged  to 
each  driver  whose  license  is  suspended  or  revoked.  One-half  of  the  fee  is  allocated  to  the  general  fund 
for  distribution  by  the  Highway  Traffic  Safety  Division  to  counties  with  approved  drinking  and  driving 
prevention  programs.  Both  the  Executive  Budget  and  LFA  current  level  include  $420,000  general  fund  for 
the  biennium  for  this   distribution. 

The  second  half  of  the  reinstatement  fee  is  allocated  by  statute  to  the  state  special  revenue  fund  for 
distribution  by  the  Highway  Traffic  Safety  Division  to  counties  on  a  pro-rata  basis.  The  counties  are  to 
distribute  the  funds  to  cities  and  towns  for  programs  and  facilities  for  minors,  adult  chemical  dependency 
treatment  programs,  law  enforcement  training  programs,  and  law  enforcement  equipment.  Although  the 
1991  Legislature  authorized  the  increased  fee  and  the  state  special  revenue  fund  distribution  in  House  Bill 
494,  there  was  no  appropriation  authority  provided  to  the  division  in  the  1993  biennium  to  transfer  the 
funds.  All  funds  deposited  to  the  account  in  the  1993  biennium  were  transferred  to  the  general  fund  in 
the  July    1992   special   session. 

The  Executive  Budget  did  not  include  appropriation  authority  for  the  transfer  of  the  state  special  revenue 
funds  to  the  counties  in  the  1995  biennium.  Instead,  it  proposes  a  policy  initiative  to  use  these  fees  to 
fund  alcohol  and  drug  treatment  for  youth  served  by  the  Department  of  Family  Services.  The  program 
is  currently  funded  by  general  fund.  The  executive  proposal  will  require  an  amendment  to  section  71-2- 
107(2)(b),   MCA,   to   change   the   distribution   and  purposes   for  use   of  the   funds. 

The   LFA  current  level   includes   $600,000  for  the  biennium   for  the   transfer  as   required  by   statute. 
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Program  Summary 

Actual               Current 
Expenditures          Level 
Budget  Item                            Fiscal  1992       Fiscal  1992 

Highway  Traffic  Safety  Division 

Current 
Level                  LFA              Executive              LFA 
Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

8.50 

8.50 

8.50 

8.50 

8.50 

8.50 

8.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 

Total  Costs 

264,130 
168,830 
2,955 
183,080 
751.222 

$1,370,219 

264,131 
168,832 
2,956 
183,080 
520.000 

$1,138,999 

289,679 
191,324 
3,000 
184,080 
520.000 

$1,188,083 

301,524 
181,831 
10,166 
510,000 
900.000 

$1,903,521 

301,517 
182,105 
10,100 
210,000 
900.000 

$1,603,722 

302,460 
182,685 
7,730 
510,000 
900.000 

$1,902,875 

302,453 
182,941 
7,600 
210,000 
900.000 

$1,602,994 

37,393 

12,999 

7,210 

326,920 

380r000 

$764,522 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

183,080 

72,646 

1.114.493 

183,080 

72,646 

883.273 

183,080 

80,807 

924.196 

210,000 

385,124 

1.308.397 

210,000 

85,000 

1.308.722 

210,000 

386,189 

1.306.686 

210,000 

86,000 

1.306.994 

26,920 
312,478 
425.124 

Total  Funds 

$1,370,219 

^1,138^99 

$1,188,083 

$1,903,521 

$1,603,722 

$1,902,875 

$1,602,994 

$764,522 

Program  Description 

The  Highway  Traffic  Safety  Division  was  established  by  Title  61,  Chapter  2,  MCA,  to  promote  public 
safety,  health,  and  welfare  through  efforts  directed  toward  reducing  death,  injury,  and  property  loss 
resulting  from  traffic  accidents.  Projects  are  developed  and  initiated  in  various  levels  of  government 
primarily  through  federal  grant  funds  provided  through  the  division  to  ensure  that  a  long-term,  stable,  and 
statewide  program  exists.  Current  program  priorities  include  occupant  protection  and  drinking  and  driving 
projects. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  over  $760,000  as  compared  to  the  fiscal  1992  current  level  base 
primarily  due  to  an  increase  in  federal  pass-through  grant  funds  and  in-state  special  revenue  funds  from 
drivers'   license  reinstatement  fees  passed  through   to   local   governments. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  and  vacancy  savings  in  fiscal  1992. 
Operating  expenses  are  based  on  the  fiscal  1992  base,  with  minor  adjustments  for  fixed  costs  and  an 
increase  of  nearly  $15,000  in  contracted  services  due  to  a  significant  increase  in  federal  funding  for  safety 
projects.  Equipment  includes  $2,500  in  fiscal  1994  for  engine  replacement  in  the  division's  1986  van, 
$5,600  each  year  of  the  biennium  for  replacement  of  computer  equipment,  and  $2,000  each  year  (plus 
inflation)  for   software   upgrades. 

Local  assistance  funds  from  drivers'  license  reinstatement  fees  for  distribution  to  local  governments  increase 
$326,920  each  year  in  the  1995  biennium.  Sections  61-2-106  through  -108,  MCA,  establish  a  $100  drivers* 
license  reinstatement  fee.  Statute  requires  that  $50  of  the  fee  be  deposited  in  the  general  fund  for 
distribution  to  counties  with  established  drinking  and  driving  prevention  programs.  The  remaining  $50 
must  be  deposited  in  a  state  special  revenue  fund  for  distribution  to  cities  and  towns  for  programs  and 
facilities  for  minors,  adult  chemical  dependency  treatment  programs,  and  for  law  enforcement  training 
programs  and  equipment.  Based  on  estimated  revenue  from  the  reinstatement  fee,  fiscal  1994  current  level 
includes  $210,000  general  fund  for  pass-through  of  reinstatement  fees  to  local  governments.  The  fiscal  1992 
appropriation  of  $200,000  was  reduced  to  $183,080  in  the  January  1992  special  session.  Fiscal  1994 
current   level   includes   $300,000   state   special   revenue   fund   for  pass-through   of  reinstatement  fees   to   cities 
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and  towns.  Although  the  1991  Legislature  authorized  the  increased  fee  and  the  state  special  revenue  fund 
distribution  in  House  Bill  494,  there  was  no  appropriation  authority  provided  to  the  division  in  the  1993 
biennium  to  transfer  the  funds.  All  funds  deposited  to  the  account  in  the  1993  biennium  were  transferred 
to   the   general  fund   in   the  July   1992   special   session. 

Federal  pass-through  grant  funds  for  highway  safety  projects  are  increased  from  $520,000  in  fiscal  1992 
to   $900,000  in   fiscal    1993,   due   to   a  higher  demand  for  grant  funds  from   local   governments. 

Funding 

As  discussed  above,  general  fund  collected  from  the  drivers'  license  reinstatement  fees  is  for  distribution 
to  counties  with  established  drinking  and  driving  prevention  programs.  State  special  revenue  funds  include 
$300,000  per  year  for  distribution  of  driver's  license  reinstatement  fees  to  cities  and  towns  for  law 
enforcement  programs  and  approximately  $85,000  each  year  of  highways  special  revenue  funds.  The 
highways  special  revenue  funds  provide  a  required  50  percent  state  match  on  federal  funds  for 
administration  and  planning  costs.  Federal  funds  are  for  $408,397  operating  costs  and  $900,000  federal 
pass-through  grant  funds  in  fiscal   1994.     The  federal  fund  increase  is  due  to  an   increase  in  grant  funds. 
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Budget  Item 


DEPARTMENT  OF  JUSTICE 

Actual  Current  Current  Biennial 

Expenditures  Level  Level  LFA  Executive  LFA  Executive         Difference 

Fiscal  1992      Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994  Fiscal  1995      Fiscal  1995       Exec.-LFA 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Debt  Service 

Total  Costs 

Fund  Sources 


General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 


659.42 

20,789,961 
6,687,506 
2,372,024 

21,202,485 
64.663 


650.40 

19,043,557 
6,095,687 
1,626,406 

64.664 


638.40 


640.80 


617.90 


633.30 


19,848,727   21,946,941   21,119,140   21,943,251 


6,020,619 
1,414,450 

42.178 


6,809,759 
1,455,705 

188.329 


7,007,141 
1,674,547 

200.329 


6,750,515 
1,429,227 

188.329 


604.40 

20,934,769 
6,989,253 
1,660,916 

200.329 


12,551,407 

36,716,191 

1,295,859 

553.183 


10,808,001 

14,586,631 

897,882 

537.800 


11,041,202 

14,603,970 

1,047,706 

633.096 


13,463,695 

15,430,237 

889,257 

617.545 


13,255,906 

15,172,572 

981,312 

591.367 


13,430,918 

15,367,206 

888,822 

624.376 


13,050,209 

15,170,967 

970,916 

593.175 


(22.90 

(1,836,283 
436,120 
450,531 

24.000 


$51,116,642  $26,830,314  $27,325,974  $30,400,734  $30,001,157  $30,311,322  $29,785,267    ($925,632; 


(588,498] 

(453,904!  | 

174,149 

(57.379 


$51.116.642  $26,830.314  $27.325.974  $30.400.734  $30.001,157  $30.311.322  $29.785.267    ($925.632 


Agency  Description 

The  Department  of  Justice,  under  the  direction  of  the  Attorney  General,  is  responsible  for  statewide  legal 
services  and  counsel,  law  enforcement,  and  public  safety,  as  authorized  in  section  2-15-501,  MCA.  The 
duties  of  the  department  include:  1)  providing  legal  representation  for  the  state  and  its  political 
subdivisions  in  criminal  appeals;  2)  providing  legal  services  and  counsel  for  the  state,  county,  and  municipal 
agencies  and  their  officials;  3)  enforcing  Montana  traffic  laws  and  registering  all  motor  vehicles;  4) 
enforcing  state  fire  safety  codes  and  regulations;  5)  assisting  local  law  enforcement  agencies  in  bringing 
offenders  to  justice;  6)  managing  a  statewide  system  of  death  investigations  and  provide  scientific  analyses 
of  specimens  submitted  by  law  enforcement  officials,  coroners,  and  state  agencies;  and  7)  providing  for  the 
uniform   regulation   of  all   gambling  activities  in   the   State   of  Montana. 




Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp.            Budget 
Transfer      Amendment 

One  Time        Language     Non-Budget     Statutory 
Approp.           Approp.      Expenditures      Approp. 

All  Other 
Approp. 

Current  Lvl 
Fiscal  1992 

FTE 

659.42 

1.00 

8.00 

0.02 

650.40 

Expenditure 

51,116,643 

304,440           203,655 

1,258,232                                       505,233     21,925,959 

88,847 

26,830,277 

General      State  Special 
Fund                Fund 

Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding 

51,116,643 

1.743,424     22,129,571 

397,985                                       15.386 

26,830.277 

Adjustments   to   Actual   Expenditures 

Only  $26.8  million  of  the  $51.1  million  expended  by  the  Department  of  Justice  in  fiscal  1992  was  included 
in  the  adjusted  current  level  base.  The  difference  between  actual  expenditures  and  the  current  level  base 
for  fiscal    1992   is   the   result  of  the   following  deductions  from   actual   expenditures. 
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Appropriation  Transfers  -  The  department  obtained  approval  for  four  appropriation  transfers  from  fiscal  1993 
due  to  shortfalls  in  the  fiscal  1992  appropriations.  Expenditures  removed  from  the  base  for  these  transfers 
were:  1)  $95,000  for  the  County  Attorney  Payroll  Program;  2)  $33,958  to  supplement  the  state  share 
of  Highway  Patrol  Retirement  Fund  payments;  3)  $110,482  for  Highway  Patrol  Division  payments  for 
prisoner  per  diem  to  local  law  enforcement  detention  centers;  and  4)  $65,000  for  transporting  prisoners  to 
Montana  detention   centers. 

Budget  Amendments  -  The  following  expenditures  for  budget  amendments  approved  in  fiscal  1992  were 
removed  from  the  current  level  base:  1)  $48,113  for  the  Commercial  Vehicle  Operator's  License  (CVOL) 
program  implementation;  2)  $40,000  for  the  purchase  of  an  infrared  detector  by  the  Forensic  Science 
Division  for  drug  detection  work;  3)  $52,000  for  the  Marijuana  Eradication  Program  (MEP);  4)  $12,938 
for  "train  the  trainer"  classroom  training  at  the  Law  Enforcement  Academy;  5)  $10,000  for  the  purchase 
of  radar  equipment  for  the  Highway  Patrol  Division;  and  6)  $40,604  and  1.0  FTE  for  the  Drug  Abuse 
Resistance  and  Education  (DARE)  program  statewide  coordination.  All  budget  amendment  expenditures  were 
federal  funds. 

One-Time  Appropriations  -  The  following  expenditures  and  FTE  were  removed  from  the  base  because  they 
were  considered  one-time  only  costs:  1)  $87,000  state  special  revenue  funds  for  an  additional  5.0  FTE 
to  reduce  a  workload  backlog  in  the  Gambling  Control  Division;  2)  $500,000  general  fund  for  automation 
of  the  vehicle  registration  program  in  county  treasurers'  offices;  3)  $317,400  general  fund  appropriated  in 
House  Bill  77  to  supplement  Highway  Patrol  Retirement  contributions;  4)  $2,142  general  fund  for 
maintenance  of  the  department  computer  air  conditioning  system;  5)  $274,035  general  fund  for  costs 
associated  with  special  litigation  cases,  including  Crow  coal  litigation  and  water  rights  negotiations;  6) 
$51,000  highways  special  revenue  funds  for  the  purchase  of  hand-held  radios  for  Highway  Patrol  officers; 
7)  $10,000  federal  funds  for  a  fire  prevention  grant  program;  and  8)  $16,655  federal  funds  and  3.0  FTE 
for  development  of  the   state's   criminal   history  information   files. 

Non-Budgeted   Expenditures   -   This   category   reflects   non-budgeted  entries   to   SBAS   required   by   Generally 

Accepted  Accounting  Principles  (GAAP),  including  $15,386  to  book  accrued  leave  and  compensated  balances 

for  the  Agency  Legal  Services  proprietary  fund  and  $489,847  to  book  the  installment  purchase  for 
automation   of  the   vehicle   registration   system. 

Statutory  Appropriations  -  The  department  distributed  $21,202,486  in  gaming  taxes  and  fees  collected  by 
the  Gambling  Control  Division.  In  addition,  the  department  made  a  statutory  transfer  of  $617,375  state 
special  revenue  funds  to  the  Highway  Patrol  Retirement  account  and  statutorily  expended  $106,098  of  funds 
obtained  from  the  seizure  or  forfeiture  of  property  related  to  criminal  activity  to  support  state  and  local 
law   enforcement  and   drug  control   programs. 

Other  Appropriations  -  This  category  included  expenditures  and  0.2  FTE  from  two  continuing  budget 
amendment  appropriations  carried  forward  from  fiscal  1991.  The  budget  amendments  were  for  a  missing 
children   program   and   the   criminal   history  information   system   improvement  program. 

The   difference   in   the   current  level   total   shown   in   this   table   and  the   table   above   is   due   to   rounding. 

Executive   Budget  Comparison 

The  Executive  Budget  includes  25.9  fewer  FTE  and  is  over  $925,000  lower  than  LFA  current  level  for  the 
biennium,  primarily  due  to  the  5  percent  personal  services  reduction.  Almost  half  of  the  large  reduction 
in  Executive  Budget  personal  services  costs  are  offset  by  higher  operating,  equipment,  and  debt  service  costs 
in  the  Executive  Budget.  Differences  between  the  Executive  Budget  and  LFA  current  level  are  discussed 
in   the  following  tables   and  narratives. 
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Table  A 

Personal  Services 

Executive  Budget  Over(Under)  LFA  C/L 


Expenditure  Type 


-  -  FTE  Difference  -  - 

Fiscal  1994  Fiscal  1995     Difference 


1)  5%  Personal  Services  Reduction 

2)  Exec  -  Personnel  Mgt,  Hwy  Patrol 

3)  Exec  -  Reduce  Courses  at  Academy 

4)  Exec  -  Autom.  Svgs,  Motor  Veh.  Div. 

5)  LFA  -  Autom.  Svgs,  Motor  Veh.  Div. 

6)  LFA  -  Law  Enf.  Services  Div. 

7)  LFA  -  Additional  County  Attorneys 

8)  LFA  -  Cost-of-Living  Increase,  Cty.  Attys. 

9)  Overtime 

10)Health  Insurance,  Higway  Patrol  Recruits 
IDOther  Minor  Differences  (Net) 

Total  Differences 


-32.5 
-2.0 
-1.5 

0.0 
11.0 

3.0 
-0.9 


-22.9 


($2,023,962) 

(94,840) 

(104,121) 

(128,065) 

437,469 

125,480 

(86,601) 

(105,915) 

126,370 

17,100 

802 


-28.9      ($1,836 ,283 ) 


-32.5 
-2.0 
-1.5 
-6.0 
11.0 
3.0 
-0.9 


Personal   Services 

The  Executive  Budget  current 
level  personal  services  include 
25.9  fewer  FTE  and  are  $1.8 
million  lower  than  the  LFA 
current  level  in  the  1995 
biennium  as  shown  in  Table  A 
and  discussed  in  the  following 
narrative. 

1)  5  Percent  Personal  Services 
Reduction  -  The  executive  is 
32.5  FTE  and  $2.0  million 
lower  in  personal  services  as 
a  result  of  the  July  special 
session  House  Bill  2 
requirement  that  agencies  with 
more  than  20  FTE  include  a 
5  percent  FTE  and  personal 
services  reduction  in  their 
1995           biennium  budget 

requests.  The  Executive  Budget  has  included  these  reductions  in  current  level  FTE  and  has  requested 
budget  modifications  to  restore  only  the  1.10  FTE  reductions  in  the  County  Attorney  Payroll  program. 
The  Attorney  General  has  submitted  elected  official  budget  modifications  to  restore  an  additional  19.4  of 
the  32.5  FTE.  The  LFA  current  level  includes  funding  for  all  FTE  authorized  by  the  1991  Legislature, 
minus    14.0   FTE   for  the   reasons   discussed   in   items   5   and   6  below. 

2)  Personnel  Management,  Highway  Patrol  Division,  2.0  FTE  -  The  Executive  Budget  removed  2.0  FTE 
that  performed  a  personnel  function  for  the  division.  The  executive  recommended  that  the  personnel 
function   be   performed  in  the  Central   Services   Division.      The   LFA  Current  level  retained  these   positions. 

3)  Reduce  Courses  at  Academy,  1.5  FTE  -  The  Executive  Budget  eliminated  1.5  FTE  as  part  of  a 
recommended  reduction   in   professional   and   specialized  law   enforcement  courses   at  the   academy. 

4)  Executive-Automation  Savings,  Motor  Vehicle  Division,  6.0  FTE  -  The  reduction  of  11.0  FTE  from  the 
Motor  Vehicle  Division  as  part  of  the  5  percent  reduction  is  considered  to  be  a  permanent  reduction  due 
to  savings  attained  from  automation  of  the  vehicle  registration  system  statewide.  The  department  is  not 
asking  for  restoration  of  those  FTE.  In  addition  to  the  11.0  FTE,  the  Executive  Budget  eliminated  6.0 
FTE  in  fiscal  1995  in  anticipation  of  added  savings  when  automation  of  the  vehicle  titling  function  in  Deer 
Lodge   is   completed.      See   the   Issues   section   for  further  discussion. 

5)  LFAAutomation  Savings,  Motor  Vehicle  Division,  11.0  FTE  -  The  LFA  current  level  eliminated  11.0 
FTE  as  permanent  savings  attained  from  the  automation  of  the  vehicle  registration  system.  These  FTE 
are  the  same  positions  identified  by  the  agency  for  the  5  percent  reduction.  The  LFA  current  level  did 
not  remove   the   additional   6.0   FTE   taken   by  the   executive   in   item   4   above.      See   the   issues   section. 

6)  Law  Enforcement  Services  Division,  3.0  FTE  -  A  federal  grant  in  a  1993  biennium  budget  modification 
added  3.0  FTE  to  develop  the  criminal  history  identification  system  in  the  Identification  Bureau  of  the  Law 
Enforcement  Services  Division.  The  federal  funding  was  not  renewed  in  the  1995  biennium,  and  the  3.0 
FTE   were   removed   from   the   LFA   current  level.      The   Executive   Budget   retains   these   FTE   with   general 
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fund.  The  Attorney  General  has  submitted  an  elected  official  budget  modification  to  retain  the  3.0  FTE 
with   general  fund. 

7)  Additional  County  Attorneys,  0.9  FTE  -  The  LFA  current  level  added  0.9  FTE  in  the  County  Attorney 
Payroll  program  to  reflect  the  actual  portion  of  county  attorney  positions  being  paid  with  state  funds  as 
of  the  beginning  of  fiscal  1993.  The  Executive  Budget  did  not  provide  additional  FTE  or  funding  for  the 
four  positions  that  have   gone  from   part-time   to  full-time   in   the    1993  biennium. 

8)  Cost-of-Living  Increase,  County  Attorney  Payroll  -  The  LFA  current  level  provides  funding  for  a 
statutorily  authorized  annual  cost-of-living  increase  for  county  attorneys.  The  funding  assumes  two-thirds 
of  the  counties  will  provide  the  increase  as  occurred  in  the  1993  biennium.  The  Executive  Budget  does 
not  provide   funding  for  the   increase. 

9)  Overtime  -  The  Executive  Budget  provides  more  funding  for  department  overtime  than  LFA  current 
level.  The  LFA  current  level  left  overtime  at  base  in  the  Highway  Patrol  Operations  program  while  the 
executive  provides  a  40  percent  increase  ($64,220),  and  the  LFA  includes  no  overtime  in  the  MCSAP 
inspection  program  whereas  the  executive  includes  $30,600.  In  addition,  the  Executive  included  $31,550 
overtime   in   the   Law   Enforcement  Services   Division,   and   the   LFA  current  level   allowed  none. 

10)  Health  Insurance,  Highway  Patrol  Recruits  -  The  LFA  current  level  removed  funding  for  health 
insurance  for  students  in  the  Highway  Patrol  Division  basic  training  course,  as  they  do  not  qualify  for 
the  benefit. 

Operating  Expenses 


Table  B 

Operating  Expenses 

Executive  Over(Under)  LFA 


Expenditure  Type 


Difference 


1)  Cost  Annualization,  Gambling  Control  Div.  $62,689 

2)  Exec-Maint.  Contract  Reduce-Motor  Veh.  Div  (56,800; 

3)  Program  Increases  -  Motor  Veh.  Div.  125,299 

4)  Federal  Grant  -  Problem  Driver  27,000 

5)  Program  Expansion  -  Highway  Patrol  MCSAI  99,620 

6)  Printing  and  Legal  Costs  -  HPD  31,589 

7)  Exec  -  Program/FTE  reductions  -  HPD  (101,841) 

8)  Away-From-Home  Allowance  -  HPD  125,814 

9)  Cost  Annualization,  Fire  Prevention  Unit  55,558 
10)ID  Bureau  Program  Expansions  32,057 
ll)Reorganization  -  Criminal  Investigation  Bur.  28,714 
12)Vehicle  Rentals  -  Special  Investigation  Units  $21,236 
13)Reduce  Courses  at  Law  Enforcement  Academ  ($34,977) 
14)Eqpt.  Maint.  Contract  -  Forensic  Science  Div.  $21,360 
15)Other  Minor  Differences  (Net)  ($1,1981 

Total  Differences $436,120 


The  Executive  Budget  current  level  operating 
expenses  are  $436,120  higher  than  the  LFA 
current  level,   as   shown   in   Table   B   below. 

1)  Cost  Annualization,  Gambling  Control 
Division  -  The  Executive  Budget  included 
increases  in  the  Gambling  Control  Division 
operating  expenses  based  on  short  staffing  in 
fiscal  1992,  and  also  included  increases  for  a 
reorganization  to  move  personnel  to  field 
offices.  The  LFA  current  level  provided  only 
limited  increases  over  the  base  year  on  the 
basis  that  fiscal  1992  represented  a  normal 
year  of  operations,  and  did  not  allow 
increases  due  to  reorganization  since  it  is  not 
a  current  level  service  and  has  not  had 
legislative   review. 

2)  Maintenance  Contract  Reduction,  Motor 
Vehicle  Division  -  The  Executive  Budget 
reduced  the  budget  for  maintenance  contracts 
in  the  Motor  Vehicle  Division  due  to  the 
purchase  of  new  equipment  on  an  installment 
basis  for  the   registration   automation   project. 
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3)  Program  Increases,  Motor  Vehicle  Division  -  The  Executive  Budget  included  significant  increases  in 
operating  expenses  for  the  Motor  Vehicle  Division,  due  to  increased  costs  of  the  registration  automation 
project  and  short  staffing  in  fiscal  1992.  LFA  current  level  provided  only  limited  increases,  since  the 
division  expended  its  full  appropriation  for  operating  expenses  in  fiscal  1992,  and  LFA  current  level  did 
not  provide   increases  that  were   unanticipated  by  the   1991   legislature. 

4)  Federal  Grant,  Problem  Driver  -  The  Executive  Budget  includes  federal  funding  for  a  new  grant  for 
the  Problem  Driver  Point  System  in  the  Motor  Vehicle  Division.  Since  this  is  a  new  program,  it  is  not 
included  in   LFA  current  level. 

5)  Program  Expansion,  Highway  Patrol  MCSAP  -  The  Executive  Budget  includes  federal  funding  for  a 
significant  increase  in  the  MCSAP  inspection  program.  The  expansion  includes  the  addition  of  1.5  FTE 
and  personal  services  costs  that  are  in  an  executive  budget  modification,  but  the  operating  expenses  are 
in   current  level. 

6)  Printing  and  Legal  Costs,  Highway  Patrol  Division  -  The  Executive  Budget  includes  $10,700  for 
potential  employee  rights  and  benefits  legal  case  costs,  and  $17,500  for  additional  printing  costs  in  the 
Highway   Patrol   Division. 

7)  Program  and  FTE  reductions,  Highway  Patrol  Division  -  The  Executive  Budget  is  lower  in  the 
Highway  Patrol  Division  due  to  the  reduction  of  operating  expenses  (gas  and  supplies)  related  to  the 
elimination   of  14.0   FTE   in   the   Executive   Budget. 

8)  Away-From-Home  Allowance,  Highway  Patrol  Division  -  The  Executive  Budget  includes  a  $125,000 
increase  for  a  special  away-from-home  allowance  paid  to  highway  patrol  officers.  The  increase  is  based 
on   anticipated   union   negotiations.      The   LFA  current  level   does  not  include   the   increase. 

9)  Cost  Annualization,  Fire  Prevention  Unit  -  The  Executive  Budget  included  increases  in  the  Fire 
Prevention  and  Investigation  Bureau  of  the  Law  Enforcement  Services  Division  operating  expenses  based 
on  short  staffing  in  fiscal  1992,  and  also  included  increases  for  a  reorganization  to  move  personnel  into 
field  offices.  The  LFA  current  level  provided  only  limited  increases  over  the  base  year  on  the  basis  that 
the  program  expended  its  entire  fiscal  1992  appropriation  for  operating  expenses.  The  LFA  current  level 
does  not   include   increases  for  additional   office   space   rent   since   it  has   not  had   legislative   review. 

10)  ID  Bureau  Program  Expansions  -  The  Executive  Budget  includes  increases  in  the  Identification  Bureau 
budget  of  the  Law  Enforcement  Services  Division  primarily  due  to  costs  of  the  criminal  history 
identification  system  and  the  new  Automated  Fingerprint  Identification  system.  Both  projects  were  funded 
by  federal  funds  in  a  budget  amendment  in  the  1993  biennium,  and  the  agency  certified  that  there  was 
no  anticipated  increase  in  general  fund  due  to  the  budget  amendment.  The  increases  are  not  included 
in   LFA  current  level. 

11)  Reorganization,  Criminal  Investigation  Bureau  -  The  Executive  Budget  included  increases  in  rent  costs 
in  current  level  for  the  move  of  criminal  investigators  in  the  Law  Enforcement  Services  Division  to  offices 
in  remote  sites.  The  LFA  current  level  did  not  allow  increases  for  additional  office  space  rent  since  it 
is  not  a   current  level   service   and   has  not  had   legislative   review. 

12)  Vehicle  Rentals,  Special  Investigation  Units  -  The  LFA  current  level  eliminated  funding  from  the  current 
level  base  for  lease/rental  of  vehicles  for  the  undercover  criminal  investigation  cases  in  the  Law 
Enforcement  Services  Division.  The  division  received  funding  in  the  1993  biennium  and  in  the  1995 
biennium   LFA  current  level   includes   purchase   of  used   vehicles  for  investigations. 
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13)  Reduced  Courses  at  Law  Enforcement  Academy  -  The  Executive  Budget  reduces  current  level  funding 
in  the  Law  Enforcement  Academy  for  professional  and  specialized  law  enforcement  courses.  Item  3  under 
"Personal   Services"   above   discusses   the   removal   of  1.5   related   FTE  from   current   level. 

14)  Equipment  Maintenance  Contract,  Forensic  Science  Division  -  The  Executive  Budget  includes  funding 
for  a  maintenance  contract  for  a  new  chromatograph  in  the  Forensic  Science  Division.  The  division  has 
historically   maintained   much   of  the   crime   lab   equipment   in-house. 


Table  C 

Equipment 

Executive  Over(Under)  LFA 

Expenditure  Type                                                  Difference 

1)  Computer  Replacement  Cycle  -Legal  Services 

2)  Motor  Vehicle  Division  Equipment 

3)  Highway  Patrol  Division  Equipment 

4)  Law  Enforcement  Services  Division  Equipmei 

5)  Forensic  Science  Division  Equipment 

6)  Other  Minor  Differences  (Net) 

Total  Differences 

$14,250 

71,558 

352,467 

32,265 

(19,080) 

($929) 

$450,531 

Equipment 

The  Executive  Budget  includes 
$450,531  more  for  equipment  than 
LFA  for  equipment  as  shown  in  Table 
C   below. 

1)  Computer  Replacement  Cycle,  Legal 
Services  -  The  LFA  current  level  does 
not  include  funding  in  fiscal  1994  for 
replacement  personal  computers  in  the 
Legal  Services  Division  and  Agency 
Legal  Services  that  are  in  the 
Executive  Budget.  The  Executive 
Budget  funding  provides  for  a  4-year 
replacement  cycle  for  the   computers. 

2)  Motor  Vehicle  Division  Equipment 
The      Executive      Budget      includes 

funding  for  equipment  in  the  Motor  Vehicle  Division  at  a  level  much  higher  than  an  average  year, 
including  funding  for  an  upgrade  to  the  registration  automation  computers  installed  in  the  1993  biennium. 
The  LFA  current  level  provides  for  a  lower  budget  for  the  priority  purchase  of  equipment,  particularly  in 
consideration  of  the  large  expenditure  for  new  equipment  in  the  1993  biennium  on  an  installment  basis 
for  the  registration   automation   project. 

3)  Highway  Patrol  Division  Equipment  -  The  Executive  Budget  includes  funding  for  equipment  in  the 
Highway  Patrol  Division  at  a  level  much  higher  than  an  average  year,  even  though  it  also  proposes  a 
reduction  of  14.0  FTE  for  this  program.  The  LFA  current  level  provides  for  the  priority  purchase  of 
equipment  based   on  fiscal    1992  levels  plus  an   increase  for  inflation   on   patrol   vehicles. 

4)  Law  Enforcement  Services  Division  Equipment  -  The  Executive  budget  includes  more  funding  for 
equipment  in  the  Law  Enforcement  Services  Division  than  LFA  current  level.  The  LFA  current  level 
includes  funding  for  the  priority  purchase  of  equipment  requested,  and  does  not  include  funding  for 
equipment  for  new  offices  as  a  result  of  reorganization  or  for  the  criminal  history  and  automated 
fingerprint  identification   systems. 

5)  Forensic  Science  Division  Equipment  -  The  Executive  Budget  and  the  LFA  current  level  include  funding 
for  the  same  equipment  as  requested  by  the  division,  but  the  Executive  Budget  reduces  the  price  allowed 
for  the   purchase   of  a  new   chromatograph. 
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Debt  Service 

The  Executive  Budget  includes  $24,000  more  for  debt  service  in  Motor  Vehicle  Division  than  LFA  current 
level.  The  increase  is  for  the  1993  biennium  installment  purchase  of  a  network  server  for  the  Deer  Lodge 
office.  The  LFA  current  level  includes  funding  for  the  network  server  in  the  equipment  budget  as 
originally  requested  by  the   agency. 

Funding 

Lower  general  fund  in  the  Executive  Budget  than  the  LFA  current  level  is  primarily  due  to  the  lower 
funding  for  the  1995  biennium  in  the  Executive  Budget  for  the  agency.  Lower  state  special  revenue  funds 
in  the  Executive  Budget  largely  reflects  the  program  reduction  (14.0  FTE)  in  the  Highway  Patrol  Division. 
Higher  federal  funding  in  the  Executive  Budget  is  primarily  due  to  the  program  expansion  for  the  federally 
funded   Highway  Patrol   MCSAP  program   and  the   new  federal   grant  in   the   Motor  Vehicle   Division. 

Supplemental 

The   Executive   Budget  includes  five   supplemental   budget  requests  for  the   Dept  of  Justice  for  fiscal    1993. 

Special  Litigation  Costs  -  The  Executive  Budget  includes  a  fiscal  1993  supplemental  of  $1,099,500  general 
fund  for  litigation  costs  of  two  school  funding  lawsuits,  the  Crow  coal,  and  Blackfeet  cases.  The  agency 
is  requesting  this  to  supplement  a  House  Bill  2  appropriation  of  $500,000  for  litigation  costs.  House  Bill 
2  contained  language  that  the  "legislature  recognizes  that  costs  associated  with  the  Crow  coal  case,  water 
rights,  and  tribal  litigation  may  exceed  the  appropriation..."  and  acknowledged  that  the  agency  might  have 
to  submit  a  supplemental  request.  This  supplemental  is  included  in  a  separate  emergency  supplemental 
bill   in   the    1993   session,   since  the   department  is  in   immediate   need   of  these   funds. 

Highway  Patrol  Retirement  -  The  executive  is  requesting  a  supplemental  appropriation  of  $280,000  highways 
special  revenue  to  cover  a  shortfall  in  funding  for  the  Highway  Patrol  retirement  system,  including  funding 
for  $35,000  a  fiscal  1993  appropriation  transfer  to  fiscal  1992.  House  Bill  77  in  the  1991  Legislature 
provided  $578,000  general  fund  for  the  1993  biennium  to  help  fund  a  9.53  percent  employer's  share 
increase  in   the   plan. 

The  January  1992  special  session  reduced  the  House  Bill  77  general  fund  appropriation  by  $46,240  (8 
percent).  The  supplemental  will  more  than  offset  the  reduction  taken  in  special  session,  although  the 
reduction  was  in  general  fund  and  the  supplemental  is  from  highways  special  revenue.  House  Bill  77  will 
fund   only   $531,760,   or  65   percent,   of  the   added   costs   of  the   retirement  program   in   the    1993   biennium. 

Highway  Patrol  Prisoner  Costs  -  The  Executive  Budget  includes  a  supplemental  request  of  $383,000 
highways  special  revenue  for  prisoner  per  diem  paid  to  local  detention  centers  for  prisoners  arrested  by 
the  Highway  Patrol.  The  agency  cites  new  legislation  that  eliminated  a  fixed  reimbursement  rate  and 
allows  charging  a  much  higher  rate.  The  agency  made  an  appropriation  transfer  of  $114,000  from  fiscal 
1993  to  fiscal  1992  for  the  increased  costs.  The  agency  reduced  the  amount  of  the  fiscal  1992 
appropriation  transfer  by  transferring  equipment  funds  for  10  patrol  cars  to  operating  expenses  to  reduce 
the   shortfall   by   $131,000. 

County  Attorney  Payroll  -  The  executive  is  requesting  a  fiscal  1993  supplemental  appropriation  of  $35,000 
general  fund  for  the  county  attorney  payroll,  citing  pay  increase  options  exercised  by  the  controlling  county 
governments  (supported  by  statute)  and  an  under-funded  fiscal  1992  appropriation.  The  agency  received 
a  fiscal  1992  appropriation  transfer  from  fiscal  1993  of  $95,00,  but  due  to  excess  funds  in  the  fiscal  1993 
appropriation,    the    shortfall    for    the    biennium       was    reduced    to    $35,000.       This    program    has    required 
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supplemental  appropriations  for  the  last  two  biennia. 
level   narrative. 


For  additional   information,   see  the  program   current 


Transportation  of  Prisoners  -  The  Executive  Budget  includes  a  request  for  a  supplemental  appropriation 
of  $150,000  general  fund  for  travel  costs  of  prisoner  transfers  and  extraditions.  Costs  of  the  Extradition 
and  Transportation  of  Prisoners  program  have  increased  47  percent  from  fiscal  1988  to  fiscal  1992.  The 
agency  cites  a   significant  increase  in   the   number  of  claims  and   increasing  travel   costs. 

During  the  January  special  session,  the  Executive  Budget  recommended  and  the  legislature  approved  a 
$50,000  reduction  in  this  program  for  both  fiscal  1992  and  1993.  The  executive  stated  that  "lower  cost 
options  implemented  by  the  Governor's  Office  and  the  department  for  the  extradition  of  prisoners  to 
Montana  and  department  coordination  of  cost  reduction  measures  will  reduce  travel  and  transportation 
expenses."  These  cost  savings  did  not  materialize.  In  fiscal  1992,  the  program  required  a  $65,000  transfer 
from   the  fiscal   1993   appropriations. 

This  program  has  consistently  needed  supplemental s.  In  fiscal  1990,  $44,882  was  transferred  from  the 
fiscal    1991   appropriations.      In  fiscal    1991,   the   program   required  a   $100,000   supplemental. 
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P 

Fiscal  1994 

Fiscal  199E 

General 

Total 

General 

Total 

Budget  Modification 

G 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

1  Major  Litigation  Costs 

01 

$400,000 

$400,000 

2  Retain  Gambling  Expansion  Stf 

07 

5.00 

207,331 

5.00 

207,478 

3  ADP  Tfr  to  State  Mainframe 

12 

689,483 

689,483 

657,819 

657,819 

4  Digitizing  Records 

12 

(3,500) 

(3,500) 

(7,000) 

(7,000 

5  Gas  Tax  Funding  Switch 

12 

(7,172,725) 

(7,018,644) 

6  Additional  MCSAP  FTE 

13 

1.50 

36,377 

1.50 

36,422 

7  WC  Investigator/Support  Staff 

18 

1.00 

65,132 

2.00 

90,204 

8  Restore  5%  Reduction 

19 

1.10 

69,438 

69,438 

1.10 

69,497 

69,497 

Totals 

8.60 

($6,017,304) 

$1,464,261 

9.60 

($6,298,328) 

$1,054,420 

Executive  Budget  Modifications 

1)  Major  Litigation  Costs  -  The  Executive  Budget  includes  a  budget  modification  for  a  $400,000  biennial 
general  fund  appropriation  for  costs  associated  with  major  litigation  the  state  may  have  in  the  1995 
biennium.  A  biennial  appropriation  for  the  same  amount  was  approved  in  the  1991  session.  The 
Executive  Budget  includes  a  fiscal  1993  supplemental  request  of  $1,099,500  general  fund  to  supplement  the 
1993  biennium   appropriation   due  to   the   school  funding  lawsuits,   Crow   coal,   and   Blackfeet  cases. 

2)  Retain  Gambling  Expansion  Staff  -  This  budget  modification  would  retain  5.0  FTE  in  the  Gambling 
Control  Division  that  were  approved  as  a  one-time  budget  modification  for  the  1993  biennium.  This 
modified  will  be  funded  from  the  gambling  fees  state  special  revenue  account.  Although  the  fund  balance 
of  the  gambling  fees  account  will  be  transferred  to  the  general  fund  at  the  end  of  fiscal  1993  as  a  result 
of  July  1993  special  session  action,  the  agency  estimates  a  sufficient  increase  in  program  revenues  from 
gaming   expansion  to   support  this  modification. 
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3)  ADP  Transfer  to  State  Mainframe  -  The  Executive  Budget  includes  a  budget  modification  to  transfer 
the  driver's  licensing  and  vehicle  registration  and  titling  computer  databases  to  the  state  mainframe 
computer.  The  database  is  currently  on  the  Department  of  Justice  computer  located  in  the  National  Guard 
armory  in  Helena.  The  department's  justification  states  that  due  to  the  age  and  limited  capacity  of  the 
machine,  it  is  inadequate  to  handle  the  data  and  makes  it  necessary  for  them  either  to  replace  the 
machine  or  move  the  data  to  the  mainframe.  Movement  to  the  mainframe  was  the  least  expensive  of  the 
options,  according  to  department  staff.  The  biennial  net  general  fund  cost  will  be  approximately  $1.4 
million.      The   Department  of  Justice   computer   will   retain   other  functions,   including  the   CJIN   network. 

4)  Digitizing  Records  -  This  budget  modification  provides  a  reduced  general  fund  cost  of  $10,500  for  the 
biennium  in  the  Motor  Vehicle  Division.  The  proposal  is  to  lease/purchase  data  processing  and  imaging 
equipment  for  the  vehicle  registration  and  titling  record-keeping  function  which  will  replace  an  older 
microfilming  process  which  will  result  in  personal  services  and  operating  expense  reductions  greater  than 
the  annual  lease/purchase  cost  of  the  equipment.  After  the  equipment  lease/purchase  is  paid  (fiscal  1997) 
there   will  be   there   be   an   ongoing  program   cost  savings   of  approximately   $62,000   per  year. 

5)  Gas  Tax  Funding  Switch  -  The  Executive  Budget  includes  a  budget  modification  to  change  the  funding 
for  the  Motor  Vehicle  Division  from  100  percent  general  fund  to  highways  special  revenue  funding.  This 
modification  provides  funding  for  the  Executive  Budget  current  level  and  also  includes  funding  adjustments 
for  budget  modifications   3   and   4   above. 

6)  Additional  MCSAP  FTE  -  This  budget  modification  will  add  1.50  FTE  to  the  Motor  Carrier  Safety 
Assistance  Program  (MCSAP).  Funding  is  provided  by  federal  grant.  The  operating  expenses  for  this 
program   expansion   are   included   in   the   Executive   Budget  current  level. 

7)  WC  Investigator/Support  Staff  -  The  Executive  Budget  includes  a  budget  modification  to  add  a  1.0  FTE 
investigator  in  fiscal  1994  and  1.0  FTE  support  staff  in  fiscal  1995  to  the  Law  Enforcement  Services 
Division  to  handle  workers'  compensation  fraud  investigations  which  are  referred  to  the  agency  by  the  State 
Fund.  The  division  already  has  one  workers'  compensation  fraud  investigator.  Funding  is  provided  by 
the   workers'  compensation   state   special   revenue   account. 

8)  Restore  5%  Reduction  -  This  budget  modification  would  restore  1.10  FTE  and  $138,935  general  fund 
in  the  County  Attorney  Payroll  program.  The  FTE  were  deleted  in  the  Executive  Budget  as  required  in 
section  13  of  House  Bill  2  from  the  July  special  session.  The  positions  are  elected  officials  and  payment 
of  the   state   portion   of  their   salaries  is   required  by   statute. 

Elected  Official  Budget  Modifications 

In  early  December  1992,  the  Attorney  General-elect  indicated  that  he  planned  to  present  the  following 
additional  budget  modification  requests  to  the  1993  legislature.  They  are  not  included  in  the  Executive 
Budget,  with  the  exception  of  budget  modification  6,  which  is  included  in  the  Executive  Budget  current 
level. 

1)  Additional  Attorney  -  The  Attorney  General  is  requesting  an  additional  attorney  to  handle  an  increasing 
number  of  time-consuming  death  penalty  cases.  The  department  estimated  an  increase  in  the  1995 
biennium   due   to   the   current  prison   riot  homicide   trials. 

2)  Restore  5%  Reduction-A  -  This  budget  modification  would  restore  1.0  FTE  and  $68,642  general  fund 
authority  in  the  Legal  Services  Division.  The  position  was  deleted  in  the  Executive  Budget  in  accordance 
with  section   13  of  House  Bill  2  from   the  July  special  session.     The  agency  states  that  it  would  be  unable 
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Elected  Officials 

Budget  Modifications 

Department  Of  Justice 

P 

Fiscal  1994 

Fiscal  1995 

General 

Total 

General 

Total 

Budget  Modification 

G 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

1  Additional  Attorney 

01 

1.00 

$51,000 

$51,000 

1.00 

$51,000 

$51,000 

2  Restore  5%  Reduction  -  A 

01 

1.00 

34,321 

34,321 

1.00 

34,321 

34,321 

3  Restore  5%  Reduction  -  B 

06 

1.00 

38,888 

1.00 

38,888 

4  Restore  5%  Reduction  -  C 

07 

2.00 

61,872 

61,872 

2.00 

61,872 

61,872 

5  Restore  5%  Reduction  -  D 

13 

12.00 

425,738 

12.00 

425,738 

6  Criminal  History  Records 

18 

3.00 

101,388 

101,388 

3.00 

101,388 

101,388 

7  Restore  5%  Reduction  -  E 

18 

2.00 

74,885 

74,885 

2.00 

74,885 

74,885 

8  Mlea  Facility  Enhancement 

22 

97,640 

97,640 

104,500 

104,500 

9  Restore  5%  And  Current  Level 

22 

2.00 

73,857 

73,857 

2.00 

73,857 

73,857 

10  Drug  Prevention  Coordinator 

28 

1.00 

45,000 

45,000 

1.00 

45,000 

45,000 

11  Restore  5%  Reductions  -  F 

28 

0.40 

3,861 

8,979 

0.40 

3,861 

8,979 

12  Firearms  &  Toolmarks  Examiner 

32 

1.00 

52,839 

52,839 

1.00 

52,839 

52,839 

13  Restore  5%  Reduction  -  G 

32 

0.50 

29,747 

29.747 

0.50 

29,747 

29.747 

Totals 

26.90 

$626,410 

$1,096,154 

24.90 

$633,270 

$1,103,014 

to  handle  the  appeals  of  all   civil   commitment  and  juvenile  cases  without  this  position, 
position   is  included  in   the   LFA  current  level. 


Funding  for  this 


3)  Restore  5%  Reduction-B  -  The  Attorney  General  will  submit  a  budget  modification  to  restore  1.0  FTE 
and  authority  for  $77,776  proprietary  fund  in  Agency  Legal  Services.  The  FTE  were  deleted  in  the 
Executive  Budget  as  part  of  the  5  percent  reduction.  The  agency  cites  an  increasing  caseload  as 
justification   for  retaining  the  position.      Funding  for  these  positions  is  included  in   the   LFA  current  level. 

4)  Restore  5%  Reduction-C  -  This  budget  modification  would  restore  2.0  FTE  and  $123,744  from  the 
gambling  fees  state  special  revenue  account  in  the  Gambling  Control  Division.  The  FTE  were  deleted  in 
the  Executive  Budget  as  part  of  the  5  percent  reduction.  The  department  states  that  the  loss  of  the 
positions  would  mean  a  significant  reduction  in  the  processing  time  for  issuance  of  gaming  licenses  or 
permits.      Funding  for   these  positions  is   included   in   the   LFA  current  level. 

5)  Restore  5%  Reduction-D  -  This  budget  modification  would  restore  12.0  FTE  and  authority  for  $851,476 
highways  special  revenue  fund  in  the  Highway  Patrol  Division,  deleted  in  the  Executive  Budget  as  part 
of  the  5  percent  reduction.  The  department  states  that  there  are  five  counties  without  patrolmen  assigned 
now,  and  the  loss  of  12  additional  patrol  officer  positions  would  severely  limit  emergency  response  time 
and  necessitate  an  increase  in  overtime  costs  to  handle  emergencies.  Funding  for  these  positions  is 
included   in   the   LFA  current  level. 

6)  Criminal  History  Records  -  This  budget  modification  will  retain  3.0  FTE  hired  under  a  Bureau  of 
Justice  Statistics  federal  grant  for  the  1993  biennium.  The  positions  were  added  as  part  of  a  project  to 
improve  and  maintain  criminal  history  records  in  the  Law  Enforcement  Services  Division.  The  federal 
funds  are  no  longer  available.  This  modification  will  add  $202,776  general  fund  authority.  These  positions 
are  continued  in  the  Executive  Budget  current  level  funded  with  general  fund.  However,  they  are  removed 
from    LFA  current   level   because   of  the   sunset  of  federal   funds   obtained    in    a   budget   amendment. 
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7)  Restore  5%  Reduction-E  -  The  Attorney  General  will  submit  a  budget  modification  to  restore  2.0  FTE 
and  $1491,770  general  fund  authority  in  the  Law  Enforcement  Services  Division.  The  FTE  were  deleted 
in  the  Executive  Budget  in  accordance  with  section  13  of  House  Bill  2  from  the  July  special  session. 
The  positions  are  criminal  investigators  in  the  Criminal  Investigation  Bureau,  and  the  department  states 
that  it  would  be  unable  to  fulfill  its  statutory  responsibility  for  criminal  investigation  without  the  two 
investigators.      Funding  for  these   positions  is  included  in   the   LFA  current  level. 

8)  MLEA  Facility  Enhancement  -  This  budget  modification  will  provide  funding  to  remodel  a  portion  of 
the  Montana  Law  Enforcement  Academy  and  to  lease  additional  space  from  Gallatin  County  which  is  next 
to  the  county  Law  and  Justice  Center.  The  remodeling  will  include  adequate  women's  dormitories,  a 
catering  room,  conference  center,  and  caretaker's  quarters  at  a  biennial  one-time  cost  of  $98,000  general 
fund.  The  leased  space  will  add  new  classrooms,  a  defense  tactics  room,  and  office  space.  The  cost  of 
leasing  is  $44,640  for  fiscal  1994  and  $50,500  in  fiscal  1995.  This  will  be  an  ongoing  cost  in  the  agency 
budget.  Other  costs  such  as  furniture  and  equipment  will  be  funded  with  the  operating  budget  or  through 
grants. 

9)  Restore  5%  and  Current  Level  Reductions  -  The  Executive  Budget  current  level  eliminated  2.0  FTE  at 
the  Law  Enforcement  Academy,  including  0.5  FTE  related  to  the  5  percent  reduction  in  accordance  with 
section  13  of  House  Bill  2  and  1.5  FTE  as  a  reduction  to  current  level  services  for  specialized  courses 
at  the  academy.  The  department  states  that  the  loss  of  these  positions  would  require  the  elimination  of 
all  advanced  training  programs  at  the  academy,  increasing  liability  for  lack  of  law  enforcement  training 
and  threatening  accreditation.  This  elected  official  request  is  to  restore  the  2.0  FTE  at  a  biennial  general 
fund   cost  of  $147,714.      Funding  for  these   positions  is   included   in   the   LFA  current  level. 

10)  Drug  Prevention  Coordinator  -  This  budget  modification  would  continue  the  funding  for  the  Drug 
Prevention  Education  Coordinator  position,  currently  being  funded  from  a  Board  of  Crime  Control  federal 
grant  which  will  end  June  1993.  The  request  is  a  biennial  $90,000  general  fund  appropriation.  The 
agency  states  that  the  coordinator  function  is  important  to  the  state  in  fostering  drug  and  alcohol  abuse 
prevention  for  youth,   particularly   through   the   Drug  Abuse  Resistance   Education   (DARE)  program. 

11)  Restore  5%  Reduction-F  -  This  elected  official  budget  modification  would  restore  0.4  FTE  and  $17,958 
general  fund  in  the  Central  Services  Division  for  a  position  deleted  in  the  Executive  Budget  as  part  of 
the  5  percent  reduction.  The  position  is  responsible  for  all  claims  and  payroll  activity  for  three  divisions 
in   the   department.      Funding  for  this  position   is  retained  in   the   LFA  current  level. 

12)  Firearms  and  Toolmarks  Examiner  -  A  second  professional  firearms  and  toolmarks  examiner  would  be 
hired  in  the  Forensic  Science  Division  if  this  elected  official  budget  modification  is  approved,  at  a  cost  of 
$105,678  general  fund.  The  department  states  that  without  this  position  the  state  crime  lab  would  have 
to   curtail  firearms   and   toolmarks  cases  on   all  but  the   most  serious   crime   cases. 

13)  Restore  5%  Reduction-G  -  This  budget  modification  would  restore  0.5  FTE  and  $59,494  general  fund 
authority  in  the  Forensic  Science  Division.  The  FTE  were  deleted  in  the  Executive  Budget  as  part  of  the 
5  percent  reduction.  The  position  is  the  supervisor  for  the  forensic  scientists.  Funding  for  this  position 
is   retained  in   the   LFA  current  level. 

Issues 

Savings  from    Motor  Vehicle   Registration   Automation 

The  1991  Legislature  generally  revised  the  state  motor  vehicle  registration  laws  and  created  an  automated 
vehicle   registration   and  renewal   system.      House   Bill   579   included   an   appropriation   of  $1,477,200  general 
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fund  and  12.0  FTE  to  develop  and  operate  the  statewide  motor  vehicle  computer  system,  which  would 
include  automated  mail  renewals.  The  January  1992  special  session  reduced  the  appropriation  in  House 
Bill  579  by  8  percent  (to  $1,359,024),  resulting  in  a  delay  in  the  timetable  for  full  implementation  of  the 
automated  vehicle  registration  system.  The  additional  expenditure  authority  is  funded  by  increased 
registration  fees  for  motor  vehicles,  boats,  snowmobiles,  and  off-highway  vehicles,  which  will  generate  $1.8 
million   in   the   1993  biennium. 

The  automation  of  the  vehicle  registration  process  in  all  county  treasurers'  offices  has  been  completed. 
The  second  phase  of  the  automation  project  --  the  vehicle  title  process  --  will  not  be  completed  in  the 
1993  biennium.      The   agency  estimates   completion   of  the   second   phase  by   the   end   of  fiscal    1994. 

The  department  identified  11.0  FTE  in  the  Motor  Vehicle  Division  that  could  be  eliminated  when  phase 
1  of  the  automation  project  was  completed.  Accordingly,  11.0  FTE  are  removed  from  both  the  Executive 
Budget  and  the  LFA  current  level  budget  for  the  1995  biennium.  Additional  savings  from  automation 
should  be  attained  as  the  project  progresses.  The  executive  removed  an  additional  6.0  FTE  in  fiscal  1995 
in  anticipation  of  completion  of  the  second  phase.  Since  the  timetable  for  completion  of  the  automation 
project  is  unclear,  the  timing  of  the  savings  is  difficult  to  estimate.  If  the  project  stays  on  schedule  as 
revised  for  special  session  budget  reductions,  there  is  a  potential  for  the  elimination  of  9.0  additional  FTE 
in  the  LFA  current  level  or  3.0  additional  FTE  in  the  Executive  Budget  by  the  end  of  fiscal  1994,  and 
a  total  reduction  of  up  to  30.0  FTE  below  fiscal  1992  levels  by  the  end  of  the  1995  biennium.  The 
legislature  may  wish  to  consider  additional  reductions  in  FTE  in  the  Motor  Vehicle  Division  for  the  1995 
biennium   if  the  project   completion   dates  can   be   more   clearly   estimated. 

Program   Increases 

The  agency  requested  and  the  executive  included  significant  operating  expense  increases  in  the  current  level 
budget.  Some  of  the  revisions  have  already  been  implemented  in  the  1993  biennium.  The  agency  stated 
that  the  program  revisions  result  in  more  "effective"  services,  but  they  have  not  been  subject  to  legislative 
scrutiny.  The  requested  increases  were  not  included  in  LFA  current  level  budget  since  they  do  not 
qualify  under  the  statutory  definition  of  current  level  ("level  of  funding  required  to  maintain  operations 
and  services  at  the  level  authorized  by  the  previous  legislature.")  These  revisions  may  be  more 
appropriately   presented  in   a  modification   request. 

The  revisions  include:  1)  assignment  of  more  investigative  personnel  to  field  offices  in  the  Gambling 
Control  Divisions  and  Law  Enforcement  Services  Division  (LESD),  resulting  in  increased  rental  and  overhead 
costs;  2)  the  shift  of  field  deputies  in  the  Fire  Prevention  and  Investigation  Bureau  (LESD  program)  from 
home  offices  to  new  office  spaces  rented  by  the  Bureau;  3)  increased  operating  expenses  resulting  from 
the  development  of  a  criminal  history  record  system  and  installation  of  an  automated  fingerprint 
identification  system  (AFIS)  in  the  Identification  Bureau  (LESD  program)  --  funding  for  both  projects  was 
provided  by  budget  amendments  in  the  1993  biennium,  and  the  agency  certified  that  the  budget 
amendments  did  "not  make  any  ascertainable  present  or  future  commitment  for  increased  general  fund 
support";  4)  significant  increases  for  the  Vehicle  Identification  Number  (Senate  Bill  232)  and  Motor  Vehicle 
Registration  Automation  (House  Bill  579)  projects  that  are  far  above  the  level  of  operating  expenses 
appropriated  by  the  1991  Legislature;  and  5)  a  uniform  allowance  of  $250  per  year  for  Driver  Services 
Specialists  in  the  Motor  Vehicle  Division. 

In  addition,  LFA  current  level  does  not  include  increases  for  overtime  in  the  Law  Enforcement  Services 
Division  and  for  the  special  away-from-home  allowance  in  the  Highway  Patrol  Division.  These  increases 
were  included  in  the  agency  request  based  on  collective  bargaining  unit  negotiations  or  anticipated 
negotiations.  The  items  are  not  in  current  level  so  that  they  can  be  separately  considered  by  the  1993 
Legislature. 
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Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

26.51 

26.50 

26.50 

26.50 

25.50 

26.50 

25.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,063,785 

461,314 

15,924 

4.497 

1,063,716 

189,879 

13,399 

4,497 

962,007 

200,655 

12,704 

0 

1,140,131 

293,255 

6,799 

4.497 

1,106,079 

291,997 

15,437 

4,497 

1,142,820 

195,382 

15,559 

4,497 

1,108,450 

194,066 

15,437 

4,497 

76,415 

103,376 

(6,600 

0 

Total  Costs 

$1,545,521 

$1,271,491 

$1,175,366 

$1,444,682 

$1,418,010 

$1,358,258 

$1,322,450 

$173,191 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

Total  Funds 

1,163,510 
382.011 

$1,545,521 

889,479 
382.012 

$1,271,491 

936,923 
238.443 

$1,175,366 

1,444,682 
0 

$1,444,682 

1,418,010 
0 

$1,418,010 

1,358,258 
0 

$1,358,258 

1,322,450 
0 

$1,322,450 

555,203 
(382.012 

$173,191 

Program  Description 

The  Legal  Services  Division  provides  the  Attorney  General  with  legal  research  and  analysis;  provides  legal 
counsel  for  state  government  officials,  bureaus,  and  boards;  provides  legal  assistance  to  local  governments 
and  Indian  tribes;  and  provides  legal  assistance,  training,  and  support  for  county  prosecutors.  The  Legal 
Services  Division  is  comprised  of  Appellate  Legal  Services,  the  Indian  Legal  Jurisdiction,  and  County 
Prosecutor   Services. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  over  $173,000  compared  to  the  fiscal  1992  current  level  base, 
primarily   due   to  personal    services  increases   and   a   contingency   appropriation   for   caseload   costs. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  increases  and  vacancy  savings  in  fiscal   1992. 

Operating  expenses  increase  primarily  due  to  the  inclusion  of  a  $100,000  biennial  contingency  appropriation 
in  fiscal  1994  only  for  legal  fees,  expert  witnesses,  and  other  court  costs  in  the  Appellate  Legal  Services 
Bureau.  A  contingency  appropriation  for  this  amount  has  been  appropriated  for  the  past  three  biennia. 
In  fiscal  1992,  only  $1,826  of  the  $100,000  appropriation  was  expended.  Other  increases  in  operating 
expenses  include  $4,000  in  the  County  Prosecutor  Services  Bureau  for  paralegal  costs  associated  with 
increased  criminal  caseloads  and  minor  increases  in  fixed  cost  allocations.  In  the  past  several  biennia, 
the   legislature   has   line-itemed   $9,500   each   year  in   the  general   appropriations   act  for   case-related   travel. 

Equipment  includes  $4,364  each  year  for  office  equipment,  $2,435  in  fiscal  1994  and  $2,495  in  fiscal  1995 
for  computer  software  upgrades,  and  $8,700  in  fiscal  1995  for  computers.  Debt  service  is  for  the 
lease/purchase   of  a   copy   machine,   which   will   be  fully   paid   at  the   end   of  fiscal    1995. 

In  addition  to  the  $100,000  biennial  contingency  appropriation  discussed  above,  the  1991  Legislature 
appropriated  $400,000  in  a  budget  modification  for  special  litigation  cases.  The  department  anticipates  it 
will  spend  the  entire  $500,000  in  the  two  contingency  appropriations.  The  Executive  Budget  includes  a 
supplemental  request  for  an  additional  $1,099,500  for  litigation.  The  majority  of  the  costs  are  for  two 
school   funding  suits,   the   Crow   coal   and   Blackfeet  cases. 
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Funding 

The  Legal  Services  Division  is  supported  entirely  by  general  fund.  In  the  1993  biennium,  $570,454  of 
gambling  license  fee  state  special  revenue  funds  were  substituted  for  general  fund  on  a  one-time  basis, 
utilizing  an  excess  balance  in  that  state  special  revenue  account.  In  fiscal  1992,  the  program  expended 
$382,012   of  the   state   special   revenue  funds. 


Department  of  Justice  Legal   Services  Division 

A-96 


4110  06  00000 

DEPARTMENT  OF  JUSTICE 

Program  Summary 

Actual 
Expenditures 
Rudget  Item                            Fiscal  1992 

Current 
Level 

Fiscal  1992 

Agency  Legal  Services 

Current 
Level                  LFA              Executive 
Fiscal  1993       Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

13.51 

13.50 

13.50 

13.50 

12.50 

13.50 

12.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

456,008 

75,954 

4,550 

2,020 

448,647 

67,933 

4,550 

2,020 

497,050 

114,863 

4,550 

0 

527,740 

76,903 

475 

2,020 

488,857 

76,903 

5,025 

2.020 

529,116 

78,274 

5,025 

2.020 

490,201 

78,274 

5,025 

2,020 

79,093 

8,970 

(4,075! 

0 

Total  Costs 

$538,533 

$523,150 

$616,463 

$607,138 

$572,805 

$614,435 

$575,520 

$83,988 

Fund  Sources 

Proprietary  Fund 
Total  Funds 

538.533 
$538,533 

523,150 
$523,150 

616.463 
$616,463 

607,138 
$607,138 

572,805 
$572,805 

614.435 
$614,435 

575.520 
$575,520 

83.988 

$83,988 

Program  Description 

The  Agency  Legal  Services  program  provides  legal  services  to  state  agencies  upon  request,  particularly  in 
support  of  litigation.  Agencies  are  billed  for  attorney  time  and  case-related  costs  to  support  the  program. 
The   program   is  administratively   attached  to   the   Legal   Services   Division. 

LFA  Current  Level 

The  Agency  Legal  Services  fiscal  1994  budget  increases  nearly  $84,000  compared  to  the  fiscal  1992  current 
level  base  primarily  due  to  personal  services  increases  as  a  result  of  the  1993  biennium  pay  plan  increases 
and  vacancy  savings  in  fiscal  1992.  Operating  expenses  increase  due  to  a  $3,200  increase  in  the  allocation 
of  fixed  costs  for  rent  and  other  services.  In  addition,  the  fiscal  1992  operating  expense  base  was 
understated  by  $5,800  due  to  an  accounting  error.  Equipment  includes  $475  each  year  for  office  equipment 
and  $4,550  in  fiscal  1995  for  computers.  Debt  service  is  for  the  lease/purchase  of  a  copy  machine,  which 
will  be   fully  paid   at   the   end   of  fiscal    1995. 

Funding 

Agency  Legal  Services  is  a  proprietary  fund  operation.  The  source  of  revenue  is  an  hourly  fee  charged 
to  user  agencies  for  its  services.  The  hourly  fee  in  the  1993  biennium  has  been  $53  per  hour  for 
attorney  fees  and  $30  per  hour  for  paralegal  services.  The  agency  is  considering  a  proposal  to  raise  the 
services  fee  in  the  1995  biennium  if  there  is  a  pay  plan  increase.  The  user  agencies  most  affected  would 
be  Tort  Claims  Division  in  the  Department  of  Administration,  which  pays  over  50  percent  of  total  fees 
to   this  program,   and   the   State   Compensation   Mutual   Insurance   Fund. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                            Fiscal  1992 

Current 

Level 

Fiscal  1992 

( 

Current 

Level 

Fiscal  1993 

Gambling  Control  Division 

LFA              Executive              LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

36.00 

31.00 

36.00 

31.00 

29.00 

31.00 

29.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

1,110,884 

292,782 

117,345 

21.202.485 

1,035,885 

280,782 

117,345 

0 

1,177,725 

462,779 

63,700 

0 

1,081,896 

300,663 

50,614 

0 

1,027,415 

332,803 

50,359 

0 

1,086,577 

306,286 

50,862 

0 

1,031,945 

336,835 

50,359 

0 

46,011 

19,881 

(66,731 

0 

Total  Costs 

$22,723,497 

$1,434,012 

$1,704,204 

$1,433,173 

$1,410,577 

$1,443,725 

$1,419,139 

($839 

Fund  Sources 

State  Revenue  Fund 

22.723.497 

1.434.012 

1.704.204 

1.433,173 

1.410.577 

1.443,725 

1.419.139 

(839 

Total  Funds 

$22,723,497 

$1,434,012 

$1,704,204 

$1,433,173 

$1,410,577 

$1,443,725 

$1,419,139 

($839 

Program  Description 

The  Gambling  Control  Division  was  established  by  the  1989  Legislature  to  investigate,  license,  and  regulate 
the  gambling  industry  in  Montana.  An  appointed  gaming  advisory  council  of  nine  members  provides 
advisory  services  to  the  Attorney  General  to  ensure  uniform  statewide  regulation  of  gambling  activities. 
The  division  has  criminal  justice  authority  and  conducts  field  routine  inspections  and  investigations  for 
irregularities  in  gambling  activities.  In  addition  to  collecting  licensing  fees  for  gambling  machines  and 
activities,  the  division  is  also  responsible  for  collection  and  distribution  of  the  gambling  tax  assessed  on 
the   net  proceeds  of  gambling  activities. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  shows  a  slight  decrease  compared  to  the  fiscal  1992  current  level  base, 
although  there  were  significant  increases  in  personal  services  and  operating  expenses,  offset  by  a  much 
lower  budget  for  equipment  in   the    1995  biennium. 

Personal  services  increase  due  to  the   1993  biennium  pay  plan  increases  and  vacancy  savings  in  fiscal  1992 

offset   by    $9,000   in    overtime    costs   in   fiscal    1992    that   are    not   budgeted   for    the    1995   biennium.  The 

program  was  authorized  5.0  additional  FTE  in  a  1993  biennium  modified  appropriation  to  reduce  a  work 
backlog,   but  the   additional   FTE   are  not  included   in    1995  biennium   current  level. 

Operating  expenses  increase  primarily  due  to  a  $12,000  increase  for  hiring  contract  hearings  officers  as 
a  result  of  greater  hearings  activity  regarding  issues  of  gambling  licenses.  Rent  costs  increase  $4,000  in 
fiscal  1994  and  $6,100  in  fiscal  1995  in  anticipation  of  4  percent  rent  increases  for  non-state  buildings. 
An  additional  $4,000  in  increases  are  due  to  increases  in  fixed  cost  allocations  and  inflationary  adjustments. 

Equipment  includes  $28,870  each  year  for  replacement  vehicles,  $13,750  each  year  for  computer  equipment, 
and   $7,740   each  year  for  software  upgrades,   plus  inflation   adjustments. 

Local  assistance  payments  of  $21.2  million  in  fiscal  1992  were  for  statutory  distribution  of  gaming  taxes 
and  fees   collected  by   the   division   to   local   and   state   agencies. 
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Funding 

Funding  for  the  Gambling  Control  Division  is  from  a  portion  of  the  revenues  generated  through  licenses 
and  permits  for  gambling  operators,  machines,  and  other  gambling  activities,  as  well  as  license  fees  for 
video  gambling  machine  manufacturers/distributors.  The  revenues  are  deposited  into  the  gambling  license 
fee  state  special  revenue  account  to  be  used  for  the  costs  related  to  operations  of  the  division  and  other 
distributions.  The  division  distributes  gambling  taxes  assessed  on  the  net  proceeds  of  gambling  activities 
and  a  portion  of  license  and  permit  fees  to  counties  and  municipalities  in  which  the  gambling  activity  is 
located.     A  portion  of  the  taxes  are  deposited  in  the  general  fund. 

The  January  1992  special  session  approved  in  House  Bill  17  the  transfer  of  the  remaining  fund  balance 
(an  estimated  $190,000)  in  the  gambling  license  fee  account  to  the  general  fund  at  the  end  of  fiscal   1993. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                          Fiscal  1992 

Current 
Level 

Fiscal  1992 

Motor  Vehicle  Division 

Current 
Level                  LFA              Executive              LFA 
Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

183.25 

183.25 

179.25 

172.25 

172.25 

172.25 

166.25 

(11.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

Total  Costs 

3,799,406 

1,800,561 

674,465 

16.639 

$6,291,072 

3,299,408 

1,755,470 

181,605 

16.639 

$5,253,122 

3,947,042 

1,636,374 

63,535 

0 

$5,646,951 

4,203,171 

1,967,555 

101,009 

134,188 

$6,405,923 

4,203,345 

2,010,031 

141,678 

146.188 

$6,501,242 

4,214,949 

1,974,635 

101,074 

134.188 

$6,424,846 

4,087,036 

2,015,138 

131,963 

146,188 

$6,380,325 

903,763 
212,085 
(80,596 
117.549 

$1,152,801 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

6,070,423 

122,454 

98.195 

5,080,585 

122,454 

50.083 

5,500,429 
93,435 
53.087 

6,405,923 
0 
0 

6,486,742 

0 

14.500 

6,424,846 
0 
0 

6,367,825 

0 

12.500 

1,325,338 

(122,454 

(50,083 

Total  Funds 

$6,291,072 

$5,253,122 

$5,646,951 

$6,405,923 

J^O  1,242 

$6,424,846 

$6,380,325 

$1,152,801 

Program  Description 

The  Motor  Vehicle  Division  is  responsible  for  vehicle  registration  and  vehicle  operator  licensing.  The  Driver 
Services  Bureau  implements  and  administers  the  laws  relating  to  the  examination,  issuance,  cancellation, 
suspension,  revocation,  and  reinstatement  of  drivers'  licenses  and  driving  privileges.  The  Registrar's  Bureau 
provides  a  system  for  registration,  titling,  record  keeping,  and  licensing  of  motor  vehicles,  vessels,  and 
recreational   vehicles. 

LFA  Current  Level 

The  Motor  Vehicle  Division's  fiscal  1994  budget  increases  over  $1.1  million  compared  to  the  fiscal  1992 
current  level  base,  primarily  due  to  personal  services  increases  and  the  installment  purchase  of  computers 
for  the   automation   of  the   vehicle   registration   program. 

Personal  services  increase  over  $900,000  due  to  the  1993  biennium  pay  plan  increases  and  a  high  vacancy 
savings  in  fiscal  1992.  The  division  transferred  9.0  FTE  to  the  Data  Processing  Division  in  fiscal  1992. 
The  January  1992  special  session  reduced  the  appropriation  for  the  automation  of  the  vehicle  registration 
system  by  8  percent,  eliminated  the  appropriation  for  1.0  FTE  authorized  in  Senate  Bill  232  for  the  new 
vehicle  identification  number  (VIN)  program,  imposed  additional  vacancy  savings  on  this  program  of 
$288,275  in  fiscal  1992  due  to  efficiencies  achieved  from  automation  of  the  vehicle  registration  system,  and 
further  imposed  general  vacancy  savings  on  the  agency,  of  which  a  major  portion  was  applied  to  this 
program.  Since  personal  services  are  fully  funded  in  the  1995  biennium  current  level,  all  of  these  special 
session  reductions  are  restored,  with  one  exception.  Some  of  the  budget  reductions  due  to  efficiencies 
achieved  from  automation  of  the  vehicle  registration  system  are  continued  in  the  LFA  current  level,  but 
11.0  FTE  identified  by  the  agency  as  permanent  savings  achieved  by  automation  of  the  vehicle  registration 
system  were  removed,  for  a  savings  of  over  $218,000  each  year.  Additional  savings  from  automation  can 
be   achieved,   as   discussed  in   the   Issues   section   of  the   agency   narrative. 

Operating  expenses  increase  for  the  following  reasons:  1)  an  increase  in  the  allocation  of  fixed  costs  of 
over  $60,000  each  year;  2)  increases  of  $38,000  in  data  processing  and  form  printing  costs  for  the 
Commercial  Vehicle  Operators'  License  (CVOL),  VIN,  and  Motor  Vehicle  Registration  Automation  programs 
implemented  in  the  1993  biennium;  3)  increased  postage  costs  of  $16,600  to  send  renewal  notices  to 
recreation    vehicle    owners    due    to    statute    change    by    the    1991    Legislature;       4)    one-time    expenditure    of 
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$10,400  for  repair  of  the  registrar's  building  in  Deer  Lodge;  5)  rent  increases  of  $8,000  on  non-state 
buildings  and  additional  space  for  driver  examination  stations;  6)  maintenance  contracts  of  $20,200  for 
the  computer  equipment  purchased  for  the  vehicle  registration  automation;  7)  inflationary  adjustments  of 
$52,000  in   fiscal    1994   and   $60,000  in   fiscal    1995;   and   8)   other   minor   adjustments  totalling  $7,000. 

The  original  agency  budget  request  included  increases  in  operating  expenses  of  an  additional  $45,000  each 
year,  citing  additional  costs  of  the  vehicle  registration  automation,  VIN,  driver's  license  express  stations, 
and  CVOL  programs.  However,  with  the  exception  of  the  VIN  program,  the  agency  was  provided  full 
funding  for  the  anticipated  operating  expenses  of  those  programs  by  the  1991  legislature.  Although  staff 
positions  are  unfilled  in  fiscal  1992,  the  division  exceeded  the  total  operating  expense  appropriation.  LFA 
current  level  includes  increases  that  appeared  to  reflect  legislative  intent  or  could  be  reasonably  anticipated 
as  a  result  of  legislation  for  VIN  and  Motor  Vehicle  Registration  Automation  passed  by  the  1991 
Legislature.      Additional   increases   are   more   appropriately   considered   as  budget  modifications. 

Equipment  includes  just  over  $101,000  each  year  for  the  prioritized  purchase  of  replacement  vehicles, 
computer   equipment   upgrades,   and   office   equipment. 

Debt  service  is  for  the  lease/purchase  of  computer  equipment  for  the  vehicle  registration  automation  of  all 
56  county  treasurer's  offices  as  mandated  in  House  Bill  579.  A  total  of  244  personal  computers,  157 
printers,  2  microfilm  readers,  and  1  photocopier  were  acquired  on  a  five-year  installment  purchase. 
Funding  for  direct  purchase   of  the   equipment  was   not  provided   in   the   House   Bill   579   appropriation. 

Funding 

The  Motor  Vehicle  Division  is  supported  entirely  by  general  fund  in  the  1995  biennium.  The  division 
deposits  over  $15  million  in  drivers'  license  and  vehicle  registration  licenses  and  fees  in  the  general  fund 
each  year,   compared   to   $6.4   million   in   current  level   program   costs. 

The  January  1992  special  session  eliminated  the  state  special  revenue  accounts  for  drivers'  license  fee 
collections  and  for  Highway  Patrol  identification  cards.  Additionally,  the  agency  administratively  eliminated 
the  driver  improvement  fees  state  special  revenue  account.  These  three  state  special  revenue  accounts 
provided  over  $122,000  in  funds  in  fiscal  1992.  The  balances  of  the  accounts  were  transferred  to  the 
general   fund,   and  future   receipts   will   go   directly   to   the  general   fund. 

Federal  funds  in  fiscal  1992  were  for  the  implementation  of  the  CVOL  system,  including  data  entry  of 
licensing  data  into  a  national  database.  As  anticipated,  the  ongoing  costs  of  the  program  must  be 
assumed  by  the  state.  The  four  years  of  federal  funding  for  implementation  of  CVOL  will  end  in  fiscal 
1993. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item Fiscal  1992 


Highway  Patrol  Division 

Current  Current 

Level  Level  LFA  Executive  LFA 

Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscal  1995 


Executive 
Fiscal  1995 


LFA 
Change 
92  -  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 


General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 


273.15 

9,155,195 
2,284,472 
1,144.914 


273.15 

8,803,839 
2,173,999 
1,083,915 


265.65 

8,855,914 
1,991,550 
1.166.781 


273.15 

9,838,550 
2,334,281 
1,102.183 


259.15 

9,429,707 
2,391,327 
1.258.912 


265.65 

9,766,547 
2,344,876 
1.102.204 


251.65 

9,338,109 
2,446,871 
1.297.942 


317,400 

11,749,278 

517.903 


11,553,844 
507.909 


11,493,484 
520,761 


12,771,901 
503,113 


12,512,829 
567.117 


12,703,987 
509.640 


12,508,343 
574.579 


0.00 

1,034,711 

160,282 

18,268 


$12,584,582     $12,061,753     $12,014,245     $13,275,014     $13,079,946     $13,213,627     $13,082,922        $1,213,261 


1,218,057 
(4,796 


$12.584.582  $12.061.753  $12.014.245  $13.275.014  $13.079.946  $13.213.627  $13.082.922   $1.21 JL2_6 1 


Program  Description 

The  Highway  Patrol  Division  is  responsible  for  patrolling  the  highways  in  Montana,  enforcing  traffic  laws, 
and  investigating  traffic  accidents.  The  patrol  gives  assistance  and  information  to  motorists,  first-aid  to 
those  injured  in  traffic  accidents,  transports  blood  and  medical  supplies  in  emergency  situations,  and  assists 
other  law  enforcement  agencies  when  requested.  The  patrol  provides  24-hour,  seven-day-a-week 
communication  and  radio  dispatch  for  the  Highway  Patrol  and  other  state  agencies.  The  Motor  Carrier 
Safety  Assistance  program  (MCSAP)  attempts  to  reduce  commercial  motor  vehicle  accidents  in  the  state  by 
participating  in  the  Commercial  Vehicle  Safety  Alliance  (CVSA)  and  its  North  American  Driver/Vehicle 
Inspection   program   in   all   levels   of  inspections   as  well   as   safety   review   audits. 

LFA  Current  Level 

The  Highway  Patrol  Division's  fiscal  1994  budget  increases  over  $1.0  million  compared  to  the  fiscal  1992 
current  level  base,  primarily  due  to  personal  services  increases  and  the  amount  of  prisoner  per  diem  paid 
to   local   detention   centers   for   prisoners  arrested  by  the   Highway   Patrol. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  increases,  a  high  vacancy  savings  in  fiscal 
1992,  and  significant  increases  in  the  workers'  compensation  premium  for  patrol  officers.  FTE  and  personal 
services  costs  are  lower  in  fiscal  1995  due  to  the  biennial  recruit  school  (7.5  FTE)  in  fiscal  1994  only. 
The  elimination  of  $111,700  in  recruit  salaries  in  fiscal  1995  is  partially  offset  by  an  increase  of  $39,700 
in  longevity  pay  and  employee  benefits  (primarily  increased  workers'  compensation  premiums)  over  fiscal 
1994  levels. 

Operating  expenses  increase  primarily  due  to  prisoner  per  diem  (the  amount  reimbursed  to  local  detention 
centers  for  prisoners  arrested  by  the  Highway  Patrol).  In  fiscal  1992,  expenditures  for  prisoner  per  diem 
were  $114,000  more  than  budgeted,  and  an  appropriation  transfer  from  fiscal  1993  was  obtained  to  cover 
the  increased  cost.  The  agency  states  that  the  rising  costs  of  per  diem  are  due  to  statute  passed  by  the 
1991  Legislature  which  removed  the  fixed  rate  ($20)  for  incarceration  in  local  detention  centers  and  allows 
counties  to  identify  and  bill  full  costs.  LFA  current  level  includes  $568,518  prisoner  per  diem  per  year 
(actual  costs  in  fiscal  1992  including  the  appropriation  transfer)  as  this  is  expected  to  be  an  ongoing  cost. 
The  Executive  Budget  includes  a  supplemental  request  for  prisoner  per  diem  costs  of  $383,000  in  fiscal 
1993. 
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Additional  operating  expense  increases  are  for  higher  rental  costs  of  non-state  buildings  of  $9,400  in  fiscal 
1994,  inflationary  adjustments  of  $38,200  in  fiscal  1994  and  $75,900  in  fiscal  1995,  and  other  minor 
adjustments.  Fiscal  1994  operating  costs  of  $39,900  due  to  the  biennial  recruit  school  are  more  than  offset 
by   increased   costs   in  fiscal    1995   of  $48,900  for  inflationary   adjustments   and   fixed   cost   allocations. 

Equipment  includes  just  over  $1.1  million  each  year  for  the  purchase  of  up  to  65  replacement  patrol 
vehicles  and  the  prioritized  purchase  of  additional  law  enforcement  equipment,  including  mobile  and  hand- 
held  radios,    computers,   unitrols   and   toplights,   armored   vests,    and   office   equipment. 

Funding 

The  Highway  Patrol  Division  is  funded  primarily  by  highways  state  special  revenue  funds.  Since  these 
funds  are  also  the  primary  source  of  state  funds  for  highway  construction  and  maintenance,  funds  used 
for  highway  patrol  operations  reduce  funds  available  for  the  state  transportation  program.  The  MCSAP 
program  is  funded  80  percent  by  federal  funds  from  the  U.S.  Department  of  Transportation.  A  20  percent 
state  match  is  required  for  the  program,  but  approximately  one-third  of  the  match  is  provided  by  a  soft 
match  utilizing  highway  patrol  officers  to  conduct  truck  inspections.  The  accident  prevention  unit  is  funded 
entirely  by  federal  funds  from  the  U.S.  Department  of  Transportation  through  a  grant  from  the  Highway 
Traffic   Safety   Division. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item Fiscal  1992 


Law  Enforcement  Services  Division 

Current           Current  LFA 

Level                 Level                  LFA              Executive              LFA              Executive  Change 

Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscal  1995      Fiscal  1995  92  --  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 


General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 


45.00 

1,315,843 
472,821 
172.172 


1,052,835 
360,611 
547.390 


42.00 

1,251,540 

420,540 

81.264 


46.50 

1,361,426 

465,836 

49.180 


42.50 

1,491,762 
445,000 
110.840 


43.50 

1,493,857 
515,960 
125.770 


42.50 

1,498,905 

451,840 

75.185 


43.50 

1,503,813 

523,781 

92j520 


$1,960,838   $1,753,344   $1,876,442   $2,047,602   $2,135,587   $2,025,930   $2,120,114 


1,052,840 
360,614 
339,890 


1,049,908 
352,676 
473.858 


1,263,192 
398,266 
386.144 


1,322,529 
413,363 
399.695 


1,255,453 
391,295 
379.182 


1,328,485 
407,792 
383,837 


0.50 

240,222 
24,460 
29.576 

$294,258 


210,352 
37,652 
46.254 


$1.960.838       $1.753.344       $1.876.442       $2.047.602       $2.135.587       $2.025.930       $2.120.114  $294.258 


Program   Description 

The  Law  Enforcement  Services  Division  includes  the  administration,  management,  and  coordination  of  a 
broad  spectrum  of  criminal  investigative  services  performed  by  the  Criminal  Investigation  Bureau, 
Identification  Bureau,  and  Fire  Prevention  and  Investigation  Bureau.  Criminal  investigators  conduct  criminal 
investigations  of  homicide,  fraud,  robbery,  assault,  corruption,  arson,  organized  crime,  dangerous  drug 
activity,  and  other  felony  crimes.  The  program  activity  includes  conducting  criminal  investigations  of  state 
agencies  and  providing  investigative  training  to  law  enforcement  officers.  The  division  emphasizes  providing 
adequate  specialized  drug  enforcement  resources  to  address  drug  abuse  and  drug  trafficking  in  Montana. 
The  Fire  Prevention  and  Investigation  Bureau  is  responsible  for  safeguarding  life  and  property  from  fire, 
explosion,  and  arson  through  investigative,  inspection,  and  fire  code  interpretation  and  enforcement  functions. 

LFA  Current  Level 

The  Law  Enforcement  Services  Division  fiscal  1994  budget  increases  over  $294,000  compared  to  the  fiscal 
1992  current  level  base,  primarily  due  to  personal  services  increases  resulting  from  the  1993  biennium  pay 
plan  increase  and  vacancy  savings  in  fiscal  1992.  The  division  transferred  1.0  FTE  to  the  Forensic  Science 
Division  in  fiscal  1992.  The  reduction  of  2.5  FTE  from  fiscal  1992  to  fiscal  1994  is  due  to  the 
elimination  of  3.0  FTE  that  were  funded  by  federal  funds  for  the  criminal  history  information  files 
improvement  project  (federal  funds  are  no  longer  available),  and  the  addition  of  0.5  FTE  in  fiscal  1993 
as   authorized  by   the    1991   Legislature  for   the   Fire   Prevention   and   Investigation   Unit  expansion. 

Operating  expenses  show  a  net  increase  for  the  following  reasons:  1)  an  increase  of  over  $10,000  in  the 
Fire  Prevention  and  Investigation  Unit  for  annualized  costs  to  reflect  a  full  year  of  operations  (the  unit 
was  budgeted  for  an  expansion  of  3.0  FTE  staff  in  fiscal  1992,  but  the  funds  were  reduced  39  percent 
for  the  biennium  by  the  January  special  session,  and  the  program  was  never  fully  staffed);  2)  a  $17,700 
increase  in  fixed  cost  allocations  for  rent  and  other  government  services;  3)  a  $12,400  increase  to  put 
computers  at  remote  sites  on  maintenance  contracts;  4)  a  decrease  of  $21,000  for  vehicle  leases  (the 
division  is  now  budgeted  for  the  purchase  of  used  vehicles  from  equipment  funds);  5)  a  reduction  of 
$19,100  for  one-time  costs  of  remodeling  office  spaces  in  fiscal  1992;  6)  a  $17,700  increase  in  allocations 
of  fixed  costs,  and  7)  inflationary  adjustments  of  $5,200  in  fiscal  1994.  Increased  operating  expenses  in 
fiscal    1995   are   due   to  higher  inflation   adjustments   and  fixed   cost  allocations. 
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Equipment  includes:  1)  $106,870  in  fiscal  1994  and  $66,635  in  fiscal  1995  for  the  purchase  of  used 
vehicles  for  investigative  work;  2)  $3,550  in  fiscal  1995  for  replacement  of  the  Montana  Fire  Incident 
Reporting  System  computer;  3)  $970  in  fiscal  1994  and  $1,000  in  fiscal  1995  for  software  upgrades;  and, 
4)   $3,000   each   year  for  replacement  of  mobile   radios  in   the   Fire   Prevention   and   Investigation   Unit. 

As  discussed  above,  the  Fire  Prevention  and  Investigation  Unit  was  never  fully  staffed  in  fiscal  1992. 
However,  operating  costs  appropriated  for  increased  staffing  and  workload  were  fully  expended.  The  funds 
were   used  for   an   unbudgeted   remodeling  project  for  division   office   spaces,   at  a   cost  of  $19,100. 

Funding 

The  Fire  Prevention  and  Investigation  Unit  and  the  Identification  Bureau  are  funded  entirely  by  general 
fund,  as  are  the  majority  of  the  general  criminal  and  investigative  functions  for  the  Criminal  Investigation 
Bureau.  General  fund  provides  a  25  percent  match  for  the  federal  grant  funding  of  the  western  drug 
enforcement  task  force. 

State  special  revenue  funds  include  $53,000  in  fiscal  1994  and  $43,000  in  fiscal  1995  from  the  workers' 
compensation  account  for  a  workers'  compensation  fraud  investigator,  with  the  remainder  from  a  Coal  Board 
Grant  to  fully  fund   the   eastern   state   drug  enforcement  task   force. 

Federal  funds  include  $12,000  each  year  in  federal  grant  funds  for  the  Montana  Marijuana  Eradication 
Program,  and  $374,144  in  fiscal  1994  plus  $367,182  in  fiscal  1995  as  a  75  percent  match  for  drug 
enforcement   funds   for   the    western    drug  enforcement   task   force. 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                               Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

County  Attorney  Payroll 

LFA               Executive               LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

19.50 

19.50 

19.50 

20.40 

18.40 

20.40 

18.40 

0.90 

Personal  Services 

1.238.175 

1.143.175 

1.247.224 

1.314.476 

1.166.232 

1.350.492 

1.167.285 

171,301 

Total  Costs 

$1,238,175 

$1,143,175 

$1,247,224 

$1,314,476 

$1,166,232 

$1,350,492 

$1,167,285 

$171,301 

Fund  Sources 

General  Fund 
Total  Funds 

1.238.175 
$1,238,175 

1.143.175 
$1,143,175 

1,247.224 
$1,247,224 

1.314.476 
$1,314,476 

1.166.232 
$1,166,232 

1.350.492 
$1,350,492 

1.167.285 
$1,167,285 

171.301 

$171,301 

Program  Description 

The  County  Attorney  Payroll  program  pays  one-half  the  salary  and  benefits  of  the  56  county  attorneys  from 
the   state  general  fund,   as   required  by   section   7-4-2502,   MCA. 

LFA  Current  Level 

The  County  Attorney  Payroll  fiscal  1994  budget  increases  over  $170,000  compared  to  the  fiscal  1992  current 
level  base  due  to  pay  increases  as  authorized  by  statute  and  under-funding  of  the  program  in  fiscal   1992. 

The  1991  Legislature  passed  House  Bill  155,  which  revised  the  salary  of  county  attorneys,  increasing  the 
base  salary  of  a  full-time  county  attorney  from  an  average  $46,500  to  $50,000.  Additionally,  the  legislature 
raised  the  cost-of-living  increase  counties  are  allowed  to  grant  from  70  percent  of  the  last  previous  year's 
consumer  price  index  to  100  percent.  Funding  for  the  increase  was  provided  in  a  budget  modification 
appropriation  in  House  Bill  2.  However,  the  appropriation  anticipated  a  cost-of-living  increase  of  3.3 
percent,  whereas  the  actual  increase  authorized  was  5.4  percent  in  fiscal  1992.  Further,  the  appropriation 
did  not  anticipate  any  counties  adjusting  their  county  attorney  positions  from  part  to  full-time.  Four 
counties  increased  their  county  attorneys  from  part-time  to  full-time  in  fiscal  1992.  The  state  share  of 
the  increased  costs  were  not  provided  for  in  the  appropriation.  The  department  used  an  appropriation 
transfer  of  $95,000  from  fiscal  1993  to  fiscal  1992  to  meet  the  statutory  salary  requirements.  The 
department  has  submitted  a  supplemental  request  in  fiscal  1993  of  $35,000,  stating  that  the  payroll  is 
over-funded   in   fiscal    1993   and   would   not  need   to   recover   the   entire   fiscal    1992   transfer. 

The  current  level  budget  for  county  attorney  payroll  is  based  on  the  fiscal  1992  salaries  for  county 
attorneys,  including  the  fiscal  1992  appropriation  transfer.  It  also  includes  $40,732  in  fiscal  1992  and 
$41,971  in  fiscal  1993  for  the  statutorily  authorized  cost-of-living  increase  in  fiscal  1993  that  was  exercised 
by  38  counties  (18  counties  froze  county  attorney  salaries)  and  for  0.9  additional  FTE  that  resulted  when 
four  counties  increased  their  county  attorney  position  from  part-time  to  full-time.  Funding  of  $35,569  in 
fiscal  1994  and  $70,346  in  fiscal  1995  is  also  included  for  1995  biennium  cost-of-living  increases  authorized 
in  statute.  The  cost-of-living  increase  is  based  on  1)  the  assumption  that  one-third  of  the  counties  will 
again  freeze  the  salaries  each  year  of  the  biennium;  and  2)  a  consumer  price  index  increase  of  3.93 
percent  in   fiscal    1994   and   4.11   percent  in   fiscal   1995. 

No  funds  are  included  for  potential  additional  changes  from  part-time  to  full-time  positions,  increased  health 
insurance   reimbursement   claims,   or  other   statutorily-allowed   increases   that   counties   might  exercise. 


Department  of  Justice  County  Attorney   Payroll 

A-106 


Department   of  Justice County   Attorney   Payroll 

Existing  county  attorney  positions  include  25  full-time  county  attorneys,  11  county  attorneys  at  60  percent 
time,  18  county  attorneys  at  half-time,  and  1  county  attorney  at  20  percent  time.  Golden  Valley  and 
Musselshell    Counties   share   a   full-time   county    attorney. 

Funding 

The  County  Attorney  Payroll  is  supported  entirely  by  general  fund.  The  1991  Legislature  provided  funding 
for  the  House  Bill  155  salary  increases  by  raising  the  monetary  charge  for  a  misdemeanor  conviction  from 
$10  to  $15  and  reallocating  justices'  court  fees  distributed  to  the  general  fund  from  23  percent  to  27.88 
percent.      The   increased   fees   generate   approximately   $242,000   each  year. 
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Law  Enforcement  Academy  Division 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

10.50 

10.50 

10.50 

10.50 

8.50 

10.50 

8.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

333,118 

262,038 

11,935 

7.384 

333,118 

252,791 

8,245 

7,385 

328,106 

259,357 

8,000 

8,056 

371,873 

263,470 

8,000 

9,000 

298,013 

246,696 

8,000 

9J)00 

373,031 

272,848 

8,000 

9,000 

298,893 

254,645 

8,000 

9,000 

38,755 

10,679 

(245! 

1.615 

Total  Costs 

$614,477 

$601,539 

$603,519 

$652,343 

$561,709 

$662,879 

$570,538 

$50,804 

Fund  Sources 

601.539 
12,937 

601,539 
0 

603,519 
0 

652,343 
0 

561,709 
0 

662,879 
0 

570,538 
0 

50,804 
0 

General  Fund 
Federal  Revenue  Fund 

Total  Funds 

$614,477 

$601,539 

$603,519 

$652,343 

$561,709 

$662,879 

$570,538 

$50,804 

Program  Description 

The  Law  Enforcement  Academy  Division  provides  a  professional  education  and  training  program  in  criminal 
justice  for  Montana  law  enforcement  officers  and  other  criminal  justice  personnel.  The  academy,  at  its 
campus  in  Bozeman,  provides  an  annual  curriculum  specifically  designed  to  meet  the  needs  of  the  criminal 
and  juvenile  justice   system. 

LFA  Current  Level 

The  Law  Enforcement  Academy  fiscal  1994  budget  increases  over  $50,000  compared  to  the  fiscal  1992 
current  level  base,  primarily  due  to  personal  services  increases  resulting  from  the  1993  biennium  pay  plan 
increase   and  vacancy   savings  in   fiscal    1992. 

Operating  expenses  increase  due  to  increased  fixed  costs  allocations  and  inflation  adjustments.  Increased 
operating  expenses  in  fiscal  1995  are  due  to  higher  inflation  adjustments  and  fixed  cost  allocations,  plus 
an   additional   $3,356  for   coroner  basic  training  taught  biennially   after  the   general   election. 

The  equipment  budget  is  for  dormitory  mattresses,  water  heaters,  other  physical  plant  components,  classroom 
training  equipment,   and   office   equipment. 

Debt   service  is  for  the  purchase   of  a  replacement  copy   machine   on   a   three  year  installment  plan. 

Funding 

The  Law  Enforcement  Academy  is  funded  entirely  by  general  fund.  The  Academy  charges  tuition  for 
certain  classes  that  are  taught,  particularly  specialized  courses  and  one  ten  week  basic  training  course  that 
is   self-supporting.      All   tuition   fees   are  deposited  in   the  general   fund. 
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DEPARTMENT  OF  JUSTICE 

Central  Services  Division 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

10.00 

9.00 

9.00 

9.00 

8.60 

9.00 

8.60 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

946,405 

133,311 

94.634 

293,093 
115,184 

2,000 

315,637 

93,913 

5.000 

313,102 

155,928 

4,033 

304,122 

155,928 

4,000 

313,358 

132,999 

5,522 

304,373 

132,999 

4,000 

20,009 

40,744 

2.033 

Total  Costs 

$1,174,352 

$410,277 

$414,550 

$473,063 

$464,050 

$451,879 

$441,372 

$62,786 

Fund  Sources 

161,565 

878,704 

119,432 

14.650 

$1,174,352 

161,566 

234,061 

0 

14.650 

$410,277 

173,772 

224,145 

0 

16.633 

$414J550 

223,759 

238,897 

0 

10.407 

$473,063 

197,685 

247,803 

0 

18.562 

$464,050 

213,739 

228,199 

0 

9.941 

$451,879 

188,024 

235,693 

0 

17.655 

$441,372 

62,193 

4,836 

0 

(4.243 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

$62,786 

Program   Description 

The  Central  Services  Division  provides  the  administrative,  personnel,  budgetary,  accounting,  and  fiscal 
support  for  the  Department  of  Justice.  The  program  also  administers  the  County  Attorney  Payroll  and 
Transportation   of  Prisoners   program   expenditures. 

LFA  Current  Level 

The  Central  Services  Division  current  level  budget  increases  from  fiscal  1992  to  1994  primarily  due  to 
personal  services  increases  and  the  inclusion  of  a  biennial  appropriation  in  fiscal  1994  for  the  legislative 
audit. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  increases  and  vacancy  savings  in  fiscal   1992. 

Operating  expenses  increase  due  to  higher  fixed  cost  allocations  of  $41,700  in  fiscal  1994  and  $18,800  in 
fiscal  1995,  including  a  $43,252  biennial  appropriation  in  fiscal  1994  for  audit  costs  compared  to  audit 
expenditures  of  only  $26,583  in  fiscal  1992.  Other  adjustments  for  one-time  costs  and  deflationary 
adjustments   reduced   the  base  just  under   $1,000. 

The  equipment  budget  is  for  the  replacement  of  two  computer  work  stations  each  year  and  a  printer  in 
fiscal    1995   and   for   purchase   of  software   upgrades. 

Funding 

The  Central  Services  Division  is  supported  by  a  direct  allocation  from  the  four  major  funds  that  support 
the  Department  of  Justice  in  proportion  to  their  total  budgeted  costs.  Funding  for  the  division  in  the 
1995  biennium  includes  47.3  percent  from  the  general  fund,  45.3  percent  from  the  highways  special  revenue 
fund,  5.2  percent  from  the  gambling  license  fee  account,  and  2.2  percent  from  the  Agency  Legal  Services 
proprietary  account.  The  significant  increase  in  general  fund  support  is  due  to  the  large  increase  in 
current  level  general  fund  support  in  the  Motor  Vehicle  Division  and  other  programs  as  well  as  the 
restoration  of  100  percent  general  fund  support  for  the  Legal  Services  Division  after  a  one-time  substitution 
with   gambling  license  fee   account  funds   of  $380,000   in   fiscal    1992   only. 


Department  of  Justice 


Central   Services   Division 


A-109 


4110  29  00000 

DEPARTMENT  OF  JUSTICE 

Data  Processing  Division 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 

Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

24.00 

24.00 

15.00 

24.00 

23.00 

24.00 

23.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

636,634 

376,063 

24,355 

34.122 

636,634 

375,922 

22,356 

34.123 

420,359 

399,502 

16,000 

34.122 

801,464 

416,543 

26,252 

34.124 

768,490 

416,952 

35,068 

34.124 

803,057 

423,250 

40,796 

34,124 

770,050 

424,136 

34,548 

34.124 

164,830 

40,621 

3,896 

I 

Total  Costs 

$1,071,175 

$1,069,035 

$869,983 

$1,278,383 

$1,254,634 

$1,301,227 

$1,262,858 

$209,348 

Fund  Sources 

822,010 
249.165 

$1,071,175 

819,870 
249.165 

$1,069,035 

609,582 
260.401 

$889,983 

960,383 
318.000 

$1,278,383 

936,634 
318.000 

$1,254,634 

971,227 
330.000 

$1,301,227 

932,858 
330.000 

$1,262,858 

140,513 

68,835 

General  Fund 
State  Revenue  Fund 

Total  Funds 

$209.348 

Program  Description 

The  Data  Processing  Division  provides  a  full  range  of  automated  data  processing  and  telecommunication 
services  for  the  Department  of  Justice  including:  1)  system  development  and  maintenance  of  the  motor 
vehicle  registration  system;  2)  driver  history  system;  3)  criminal  history  record  information  system  and  the 
Montana  Uniform  Crime  Reporting  System;  4)  computer  operator  support  for  the  Department  of  Justice 
computer  system;  and,  5)  system  development  and  support  for  the  Criminal  Justice  Information  Network 
(CJIN).  CJIN  links  law  enforcement/criminal  justice  agencies  with  information  sources  at  local,  state,  and 
national  levels  by  interfacing  with  the  National  Law  Enforcement  Telecommunications  System,  the  National 
Crime   Information   Center  (NCIC),   and   numerous  State   of  Montana  files. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  over  $200,000  compared  to  the  fiscal  1992  current  level  base, 
primarily  due  to  personal  services  increases  resulting  from  the  1993  biennium  pay  plan  increases,  vacancy 
savings  in   fiscal    1992,   and   the   transfer  of  9.0   FTE   to  the   division   from   the   Motor  Vehicle   Division. 

Operating  expenses  increases  include  a  $2,400  increase  in  the  annual  service  fee  for  the  National  Law 
Enforcement  Teletype  Service.  The  remainder  of  the  increase  in  operating  expenses  is  for  higher  fixed  cost 
allocations   and   inflationary   adjustments,    which    also   account  for   the   higher   operating  costs   in   fiscal    1995. 

Equipment  includes:  1)  $14,548  each  year  for  three  additional  computer  work  stations  for  anticipated  new 
CJIN  network  users;  2)  $5,000  in  fiscal  1994  and  $20,000  in  fiscal  1995  for  computer  system  upgrades; 
3)  $2,520  each  year  for  office  equipment;  and  4)  $4,184  in  fiscal  1994  and  $3,728  in  fiscal  1995  for 
software  upgrades.     The  cost  of  the  CJIN  equipment  will   be  recovered  by  fees  charged  to   the  new  users. 

Debt  service   is  for   a   continuing  installment  plan   payment  on   CJIN   computer  terminals   and   printers. 

Funding 

Operating  costs  of  the  CJIN  network  are  partially  supported  by  the  CJIN  state  special  revenue  account, 
which    receives   revenue   from    fees    charged    to   user    agencies.      The    increase    in    state    special    revenue   fund 
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support   reflects   the   additional   fees   from   new   users   and   a   proposed   CJIN   fee   increase.      The   balance   of 
the   Data   Processing   Division   operation   is   supported   by  general   fund. 
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DEPARTMENT  OF  JUSTICE 

Program  Summary 

Actual 
Expenditures 
Budget  Item                             Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

Extradition  &  Transportation  of  Prisoners 

LFA               Executive               LFA               Executive 
Fiscal  1994       Fiscal  1994       Fiscal  1995       Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Operating  Expenses 

Total  CoBts 
Fund  Sources 
General  Fund 

Total  Funds 

0.00 
217.647 

$217,647 

217.647 
$217,647 

0.00 

152.648 

$152,648 

152.648 
$152,648 

0.00 

78.640 

$78,640 

78.640 
$78,640 

0.00 

223.945 

$223,945 

223.945 
$223,945 

0.00 

223.945 

$223,945 

223.945 
$223,945 

0.00 

230.720 

$230,720 

230.720 
$230,720 

0.00 

230.720 

$230,720 

230,720 
$230,720 

0.00 
71.297 

$71,297 

71.297 
$71,297 

Program  Description 

The  Extradition  and  Transportation  of  Prisoners  program  reimburses  county  sheriffs  for  allowable  expenses 
associated  with  transporting  prisoners  to  Montana  detention  centers  and  for  expenses  of  extraditing  prisoners 
to   Montana. 

LFA  Current  Level 

The  Extradition  and  Transportation  of  Prisoners  program  fiscal  1994  budget  increases  nearly  47  percent 
compared  to  the  fiscal  1992  current  level  base  due  to  a  significant  increase  in  the  number  of  claims  and 
increasing  travel   costs. 

During  the  January  1992  special  session,  the  Executive  Budget  recommended  and  the  legislature  approved 
a  $50,000  reduction  in  this  program  for  both  fiscal  1992  and  1993.  The  executive  stated  that  "lower 
cost  options  implemented  by  the  Governor's  Office  and  the  department  for  the  extradition  of  prisoners  to 
Montana  and  department  coordination  of  cost  reductions  measures  will  reduce  travel  and  transportation 
expenses."  These  cost  savings  did  not  materialize.  In  fiscal  1992,  the  program  required  a  $65,000  transfer 
from  the  fiscal   1993  appropriation.     The  Executive  Budget  requests  a  $150,000  supplemental  for  fiscal   1993. 

This  program  has  consistently  needed  supplementals.  In  fiscal  1990,  $44,882  was  transferred  from  the 
fiscal    1991   appropriation.      In   fiscal    1991,   the   program   required   a   $100,000   supplemental. 

The  1995  biennium  budget  is  based  on  actual  fiscal  1992  expenditures  (including  the  supplemental)  adjusted 
for  inflation,  as  expenditures  are  expected  to  continue  at  this  level.  Expenditures  during  the  first  four 
months   of  fiscal    1993  have  been   consistent  with   this   level. 

Funding 

This  program   is   entirely   supported  by   the  general  fund. 
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Forensic  Science  Division 

ProgTam  Summary 

Actual 

Curront 

Current 

UFA 

Hudgol  I  torn 

Expenditures 
FiHcal  1992 

liOVol 

Fiscal  1992 

Ixivol 
Pineal  199.1 

l,FA 
Fiscal  1994 

Executive 
Fiscal  1994 

l,FA 

Fiscal  l>)9.r> 

Executive 
FiHcul  1995 

Chungo 
92  --  94 

PTE 

18.00 

18.00 

17.00 

18.00 

17.50 

18.00 

17.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

Total  Costs 

734,503 

310,537 

111,727 

0 

$1,156,768 

734,502 

310,539 

111,727 

0 

$1,156,768 

736,237 

317,150 

25,000 

0 

$1,078,387 

862,776 

332,216 

45,500 

4,500 

$1,244,992 

833,023 

344,599 

30,298 

4,500 

$1,212,420 

864,399 

339,405 

25,000 

4,500 

$1,233,304 

834,614 

351,788 

21,122 

4,500 

$1,212,024 

128,274 

21,677 

(66,227 

4.500 

$88,224 

Fund  Sources 

906,299 
250.469 

906,299 
250.469 

841,205 
237.182 

974,992 
270.000 

942,420 
270.000 

963,304 
270.000 

942,024 
270.000 

68,693 
19.531 

General  Fund 
State  Revenue  Fund 

Total  Funds 

$1,156,768 

$1,156,768 

$1,078,387 

$1,244,992 

$1,212,420 

$1,233,304 

$1,212,024 

$88,224 

Program   Description 

The  Forensic  Science  Division,  which  includes  the  State  Crime  Lab  in  Missoula  and  the  State  Medical 
Examiner,  provides  for  a  statewide  system  of  death  investigation,  forensic  science  training,  and  scientific 
criminal  investigation  and  analysis  for  specimens  submitted  by  law  enforcement  officials,  coroners,  and  state 
agencies.  The  division  tests  firearms,  toolmarks,  hair,  fiber,  drugs,  blood,  body  fluids,  and  tissues.  The 
laboratory  also  analyzes  blood,  breath,  and  urine  samples  in  connection  with  Driving  Under  the  Influence 
of  Alcohol  or  Drugs  (DUD  and  provides  the  certification,  maintenance,  and  training  of  all  law  enforcement 
personnel   on   breath   testing  instruments. 

LFA  Current  Level 

The  division's  fiscal  1994  budget  increases  over  $88,000  compared  to  the  fiscal  1992  current  level  base, 
primarily  due  to  personal  services  increases  resulting  from  the  1993  biennium  pay  plan  increase,  high 
vacancy   savings   in   fiscal    1992,   and  the  transfer  of  1.0   FTE  from   the   Law   Enforcement  Services  Division. 

Operating  expenses  increase  due  to  a  contractual  increase  of  $7,800  (6.5  percent)  a  year  for  building  rent 
and  a  $5,100  increase  in  the  cost  of  helium  gas  to  support  new  lab  equipment.  The  remainder  of  the 
increase  in  operating  expenses  is  due  to  inflationary  adjustments  and  other  minor  adjustments  to  eliminate 
$1,600   in   one-time   costs. 

Equipment  includes  $25,000  each  year  for  the  replacement  of  two  gas  chromatographs  plus  an  additional 
$20,500   in   fiscal    1994  for  replacement  lab   equipment  and   an   autopsy   camera. 

Debt  service   is   for  the   purchase   of  a   replacement  copy   machine   on   an   installment   plan. 

Funding 

The  Forensic  Science  Division  is  partially  funded  by  alcoholism  treatment  state  special  revenue  funds  for 
the  laboratory  testing  and  intoxilizer  equipment  maintenance  done  by  the  State  Crime  Lab  for  the  DUI 
enforcement  program.  These  funds  also  support  part  of  the  cost  of  a  DUI  specialist  forensic  scientist 
position   at  the   lab.      The   balance   of  the   program   is  funded  by  general   fund. 
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departm: 

Agency  Summary 

Actual 

Current 

Current 

Biennial 

Budget  Item 

Expenditures 
Fiscal  1992 

Level 

Fiscal  1992 

Level 
Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Difference 
Exec.-LFA 

FTE 

2,004.77 

2,004.77 

2,007.07 

1,981.62 

1,845.37 

1,981.62 

1,845.37 

(136.25 

Persona]  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Local  Assistance 

62,433,181 

216,358,088 

2,790,793 

4,703,609 

202,662 

62,589,369 

211,406,604 

6,732,353 

4,703,611 

65,594,542 

231,097,850 

6,161,930 

4,161,700 

69,197,892 

227,349,589 

6,618,972 

5,508,434 

65,875,891 

229,756,952 

7,005,861 

6,258,434 

69,726,683 

229,509,351 

6,209,378 

5,508,434 

66,389,940 

231,979,127 

6,442,992 

6,258,434 

(6,658,744 

4,877,139 

620,503 

1,500,000 

Grants 
Transfers 
Debt  Service 

15,035,369 

23,437,080 

12.867 

1,039,869 

11,424,191 

12.867 

990,684 

17,159,771 

14.219 

1,112,309 

14,643,014 

12.641 

1,112,309 

12,719,822 

12.641 

1,096,327 

15,708,731 

12.641 

1,096,327 

17,288,233 

12.641 

(343,690 

Total  Costs 

$324,973,652  $297,908,864  $325,180,696  $324,442,851  $322,741,910  $327,771,545  $329,467,694 

($4,792 

Fund  Sources 

386,544             310,784            300,558 

171,732,515     145,462,504     161,951,734 

138,152,351      138,002,356      148,826,975 

14.702.241        14.133.220        14.101.429 

$324,973,652  $297,908,864  $325,180,696 

230,878                36,070 

147,174,455     145,381,976 

161,813,061      161,894,162 

15.224.457        15.429.702 

$324,442,851  $322,741,910 

230,811                36,157 

148,945,124      150,536,294 

163,296,696      163,382,553 

15.298.914        15.512.690 

$327,771,545  $329,467,694 

(389,462 

(201,309 

166,958 

419.021 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

($4,792 

Agency  Description 

The  1991  Legislature  passed  Senate  Bill  164,  which  merged  the  former  Department  of  Highways,  the 
Transportation  (renamed  Rail  and  Transit)  and  Aeronautics  Divisions  of  the  Department  of  Commerce,  and 
the  Motor  Fuels  Division  from  the  Department  of  Revenue  into  a  new  Department  of  Transportation.  The 
goal  of  the  reorganization  was  to  improve  Montana's  multi-modal  transportation  planning  by  consolidating 
into  a  single  agency  all  transportation-related  functions  to  offer  a  unified  vision  of  Montana's  transportation 
needs,   promote   economic  growth,   and   provide   "one-stop   shopping"   for  transportation-related   services. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp.            Budget 
Transfer     Amendment 

One  Time        Language     Non-Budget     Statutory 
Approp.           Approp.      Expenditures      Approp. 

All  Other     Current  Lvl 
Approp.        Fiscal  1992 

FTE                         2004.77 

2004.77 

Expenditure324,973,653 

284,729                                      569,025      26,211,054 

297,908,845 

General      State  Special 
Fund                Fund 

Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding         324.973.653 

75.762     26,270.021 

150,000                                      569.025 

297,908,845 

Adjustments  to  Actual  Expenditures 


Only  $297.9  million  of  the  $325.0  million  expended  by  the  Department  of  Transportation  (DOT)  in  fiscal 
1992  was  included  in  the  adjusted  current  level  base.  The  difference  between  actual  expenditures  and  the 
current  level  base  for  fiscal    1992   is  the  result  of  the  following  deductions   from   actual   expenditures. 


One-Time    Appropriations 
considered  one-time  costs: 


The   following    expenditures    were    removed    from    the    base    because    they    were 
1)  $75,762  general  fund  for  the  McCarty  Farms  case  litigation  costs;  2)  $52,607 
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highways  special  revenue  funds  for  a  long-range  building  project;  3)  $6,360  highways  special  revenue  fund 
for  DOT  reorganization   costs;      and  4)   $150,000   federal   funds  for  the   Kalispell   by-pass   study. 

Non-Budgeted  Expenditures  -  This  category  reflects  non-budgeted  entries  to  SBAS  required  by  Generally 
Accepted  Accounting  Principles  (GAAP)  to  book  accrued  leave  and  compensated  balances  for  the  State  Motor 
Pool,   Equipment,   and  Aeronautics  programs  proprietary   funds. 

Statutory  Appropriations  -  The  department  distributed  $14.0  million  highways  special  revenue  fund  to  cities 
and  counties  for  construction  projects,  $0.2  million  in  county  allocations  of  aircraft  registration  fees,  and 
$12.0  million  highways  special  revenue  funds  for  revenue  and  building  bond  debt  service  in  accordance  with 
statute. 

The   difference   in   the   current   level   total   shown   in   this   table   and   the   table   above   is  due   to   rounding. 

Executive  Budget  Comparison 

The  Executive  Budget  is  less  than  $5,000  lower  than  LFA  current  level  for  the  biennium.  Large 
reductions  in  the  Executive  Budget  personal  services  for  the  5  percent  reduction  and  in  transfers  are  nearly 
offset  by  higher  amounts  in  operating,  equipment,  and  capital  outlay  costs.  Differences  between  the 
Executive   Budget  and  LFA  current  level   are   discussed  in   the  following  tables   and   narratives. 

Personal   Services 

The  Executive  Budget  current 
level  personal  services  are  $6.7 
million  lower  than  the  LFA 
current  level  in  the  1995 
biennium,  as  shown  in  Table  A 
and  discussed  in  the  following 
narrative. 

1)  5  Percent  Personal  Services 
Reduction  -  The  executive  is 
136.25  FTE  and  $6.6  million 
lower  in  personal  services  as  a 
result  of  the  July  1992  special 
session  House  Bill  2  requirement 
that  agencies   with   more   than   20 

FTE  include  a  5  percent  FTE  and  personal  services  reduction  in  their  1995  biennium  budget  requests. 
While  the  Executive  Budget  has  included  these  reductions  in  current  level  FTE,  it  includes  budget 
modifications  to  restore  all  of  them.  The  LFA  current  level  includes  funding  for  all  FTE  authorized  by 
the  1991  Legislature,  minus  25.45  FTE  (from  fiscal  1993  levels)  that  were  eliminated  from  the  Construction 
program  by  the  DOT  in  its  budget  request,  due  to  a  change  in  the  size  and  scope  of  the  highways 
construction   plan. 

2)  Overtime-General  Operations  -  The  Executive  Budget  provides  less  funding  for  General  Operations 
program  overtime  than  LFA  current  level.  The  LFA  current  level  included  overtime  at  fiscal  1992  levels 
($76,800)   plus    15   percent  for  benefits,    while   the   executive   eliminated   all    overtime. 


Table  A 

Personal  Services 

Executive  Budget  Over(Under)  LFA  C/L 

Expenditure  Type 

FTE            Difference 

1)  5%  Personal  Services  Reduction 

2)  Overtime  -  General  Operations 

3)  Other  Minor  Differences  (Net) 

Total  Differences 

(136.25)     ($6,580,149) 
(88,352) 
9.757 

(136.25)     ($6,658,744) 
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Operating  Expenses 

The  Executive  Budget  current  level  operating  expenses  are  $4.9  million  higher  than  the  LFA  current  level, 
as   shown  in  Table   B  below. 

1)  Network  Service  Fees-  General 
Operations  -  The  Executive  Budget 
includes  increases  in  the  General 
Operations  program  operating 
expenses  for  network  service  fees 
to  be  paid  to  the  Department  of 
Administration  for  new  computer 
work  stations  that  will  be  installed 
in  DOT  field  offices  in  a  final 
phase  of  a  major  departmental 
automation  project.  The  network 
fees  and  the  related  equipment 
purchases  (discussed  in  item  #1 
under  "Equipment"  below)  are  not 
included  in  LFA  current  level. 
The  automation  project  was 
projected  for  completion  within  the 
1993  biennium   appropriation. 


Table  B 

Operating  Expenses 

Executive  Over(Under)  LFA 

Expenditure  Type 

Difference 

1)  Network  Service  Fees  -  General  Operations 

2)  Construction  Program 

3)  County  Weed  Control  -  Maintenance 

4)  Gas/Diesel  -  Equipment  Program 

5)  Supplies  -  Equipment  Program 

6)  Other  Minor  Differences  (Net) 

Total  Differences 

$97,640 
4,010,249 
304,700 
334,104 
$79,916 
50.530 

$4,877,139 

2)  Construction  Program  -  The  Executive  Budget  is  $4.0  million  higher  than  the  LFA  current  level  for 
Construction  program  operating  expenses.  Although  the  1995  biennium  construction  plan  shows  only  a 
modest  increase  over  fiscal  1992  levels,  and  the  DOT  Construction  Management  System  projected  a  need 
for  25.45  fewer  FTE  in  the  1995  biennium,  the  Executive  Budget  provides  for  an  $8.2  million  increase  over 
fiscal  1992  expenditures  in  construction  administrative  and  overhead  operating  costs  (excluding  contractor 
payments)  for  the  1995  biennium.  The  lower  LFA  current  level  provides  a  significant  increase  in  operating 
expenses  but  is   still   $4.0  million   below  the   executive   proposal. 

3)  County  Weed  Control  -  Maintenance  Program  -  The  Executive  Budget  includes  a  significant  increase 
(38  percent)  in  operating  expenses  for  the  county  weed  control  program.  The  state  contracts  with  the 
counties  for  weed  control  along  roadways,  and  expects  increases  in  insurance  and  chemical  prices.  The 
LFA  current  level   provides  for   a   10  percent  increase   in    weed   control   contracts. 

4)  Gas / Diesel-Equipment  Program  -  The  Executive  Budget  provides  a  28  percent  increase  for  gasoline  over 
fiscal  1992  and  an  8.5  percent  increase  for  diesel  fuel.  The  LFA  current  level  provides  smaller  increases 
over  base  of  20  percent  for  gasoline  before  inflation  (to  reflect  an  average  year)  and  no  increase  for  diesel 
before   inflation   (fiscal    1992   was  an   average  year). 

5)  Supplies-Equipment  Program  -  The  Executive  Budget  includes  higher  amounts  for  shop  tools,  parts 
supplies,  and  propane  in  the  Equipment  program  than  LFA  current  level.  The  LFA  current  level  contained 
shop  tool  and  parts  supplies  at  fiscal  1992  levels  since  there  was  no  historical  justification  for  an  increase. 
The  LFA  current  level  does  not  include  the  executive  increase  for  propane,  since  it  was  related  to  the 
budget  modification   for  expansion   of  the  pavement  preservation   program   and   not  a  current  level   expense. 
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Table  C 

Equipment 

Executive  Over(Under)  LFA 

Expenditure  Type 

Difference 

1)  Field  Office  Automation  -  General  Operations 

2)  Maintenance  Program  Equipment 

3)  Other  Minor  Differences  (Net) 

Total  Differences 

$391,500 
193,153 
$35,850 

$620,503 

Equipment 

The  Executive  Budget  includes 
$620,503  more  for  equipment  than 
the  LFA  current  level  for 
equipment  as  shown  in  Table  C 
below. 

1)  Field  Office  Automation-General 
Operations  -  The  LFA  current  level 
does  not  include  funding  in  the 
1995  biennium  of  $391,500  for  the 
DOT  field  automation  project  to 
provide  on-line  access  in  field 
offices  to  the  DOT  management 
systems.  Funding  was  provided  in 
the    1993    biennium    for    completion 

of  the  project  and   the   magnitude   of  the   expenditure   should  be   subject  to   legislative  review. 

2)  Maintenance  Program  Equipment  -  The  Executive  Budget  includes  funding  for  equipment  in  the 
Maintenance  program  at  a  level  much  higher  than  an  average  year,  including  large  amounts  for  portable 
radios  and  other  field  communications  equipment.  The  LFA  current  level  provides  for  a  lower  budget  for 
the   priority  purchase   of  equipment  based   on   average   equipment  expenditures   in   recent  years. 

Capital   Outlay 

The  Executive  Budget  includes  $1.5  million  more  for  the  purchase  of  right-of-way  for  construction  projects 
in  the  1995  biennium  than  the  LFA  current  level.  The  LFA  current  level  provides  funding  for  right-of-way 
based  on  the  budgeted  construction  plan,  using  a  formula  for  estimating  costs  provided  by  the  department. 

Transfers 

Transfers  are  the  appropriation  authority  required  in  the  Interfund  Transfers  program  to  transfer  sufficient 
funds  from  the  highways  special  revenue  fund  to  the  RTF  fund  for  budgeted  RTF  projects.  The  executive 
includes  $343,690  less  for  transfers.  The  LFA  current  level  budget  for  transfers  represents  the  amount 
necessary   to  fund  RTF  projects   as  budgeted   in   both   LFA  current  level   and   the   Executive   Budget. 

Funding 

The  only  significant  funding  difference  between  the  Executive  Budget  and  LFA  current  level  is  in  the  Rail 
and  Transit  program.  The  Executive  Budget  recommends  the  replacement  of  the  majority  of  general  fund 
in  the  program  with  highways  special  revenue  funds.  The  LFA  current  level  retains  the  1993  biennium 
funding  formula,  with  minor  adjustments  due  to  special  session  funding  switches  in  the  program.  Other 
funding  differences   are   primarily   the   result  of  current  level   differences   outlined   above. 


Supplemental 


The   Executive   Budget   includes   one   supplemental   request  for   the    Department   of  Transportation   for  fiscal 
1993. 
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Motor  Pool  Cars  -  The  Executive  Budget  is  requesting  $593,500  proprietary  fund  to  replace  53  vehicles 
in  the  state  motor  pool,  citing  increased  demand.  This  supplemental  would  effectively  reverse  the  July 
1992  special  session  action  that  reduced  the  motor  pool  appropriation  by  $218,000,  the  amount  of  the 
equipment  budget  in  fiscal  1993  for  18  new  vehicles.  The  special  session  action  transferred  the  fund 
balance  resulting  from  these  savings  to  the  general  fund.  DOT  states  that  it  is  not  seeking  an  increase 
in  the  number  of  fleet  units,  but  needs  this  modification  to  maintain  a  fleet  size  of  197  units  and  a 
turndown  rate  for  state  agency  requests  for  vehicles  of  only  14  percent.  The  agency  took  no  action  to 
attempt  to   reverse   the   special    session   action   during  the   last   week   of  the   session. 

In  addition  to  a  request  for  $728,100  to  purchase  59  additional  fleet  units  in  the  Executive  Budget  current 
level,  the  executive  includes  a  budget  modification  for  $228,000  to  increase  the  fleet  size  by  20  units  in 
the   1993  biennium. 

Executive  Budget  Modifications 

1)  Compliance  Review  Staff  -  This  Executive  Budget  modification  will  add  5.0  FTE  to  the  General 
Operations  program  in  the  motor  fuels  tax  collection  function.  The  additional  staff  will  conduct  compliance 
reviews  for  licensing  and  payment  of  taxes  by  inter-jurisdictional  motor  carriers  to  insure  all  motor  fuels 
taxes  due   are   collected.      The  biennial   cost  is  $413,106  from   the  highways   special   revenue  account. 

2)  Federal  Motor  Fuel  Compliance  Act  -  This  budget  modification  provides  federal  funding  for  Montana's 
participation  in  the  Northwest  Region  Task  force,  which  is  an  organization  of  states  in  this  region  to 
implement  the   Federal/State   Motor  Fuel   Tax   Compliance   Project. 

3)  Highway  Information  System  -  The  DOT  proposes  to  secure  consultant  services  with  this  budget 
modification  to  evaluate  the  department's  current  highway  information  system  and  to  develop  an  upgrade 
to  accommodate  the  requirements  of  ISTEA.  The  biennial  cost  is  $160,000  of  highways  special  revenue 
funds  and  $640,000  of  federal  funds. 

4)  Information  Service  Staff  -  Two  data  processing  programming  staff  will  be  added  with  this  budget 
modification  to  do  necessary  programming  changes  to  five  DOT  management  information  systems  to  comply 
with  the  requirements  of  Intermodal  Surface  Transportation  Efficiency  Act  (ISTEA).  The  biennial  cost  is 
$132,380,   of  which   $26,476   is  highways   special   revenue  funds   and   the   remainder   is  federal   funds. 

5)  Project  Financial  Management  System  -  This  Executive  Budget  modification  will  allow  DOT  to  use 
federal  funding  to  add  two  programming  staff  and  equipment  to  design  and  implement  an  integrated  project 
financial   information   system  for  all   highway   construction   projects. 

6)  FHWA  Grant  Administration  -  The  purpose  of  this  Executive  Budget  modification  is  to  add  an  additional 
staff  position  with  federal  funding  for  monitoring  and  financial  management  of  an  expanded  federal  grant 
program   in   the   ISTEA  from   the   Federal   Highway  Administration. 

7)  Multi-Modal  Planning  -  The  ISTEA  requires  the  DOT  to  implement  a  Statewide  Multi-Modal 
Transportation  and  Intermodal  Facilities  Plan.  The  costs  include  $250,000  for  4.00  FTE  and  consulting 
services.      The   total   cost  of  this  budget  modification   is   $498,199   of  federal   funds. 

8)  Highway  Performance  Monitoring  System  -  The  purpose  of  this  budget  modification  is  to  conduct  a 
Highway  Performance  Monitoring  System  study  in  accordance  with  the  ISTEA.  This  will  be  accomplished 
with  federal  funds  to  hire  a  consultant  in  fiscal  1994  to  conduct  the  statewide  study  and  to  add  3.0  FTE 
to   develop   and   manage   the   system. 
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Executive  Budget  Modifications 

Department  Of  Transportation 

Fiscal  1994 

Fiscal  1995 

P 

General 

Total 

General           Total 

Budget  Modification 

G 

FTE 

Fund 

Funds 

FTE 

Fund             Funds 

1  Compliance  Review  Staff 

01 

5.00 

$211,847 

5.00 

$201,259 

2  Federal  Motor  Fuel  Compliance  Act 

01 

50,000 

50,000 

3  Highway  Information  System 

01 

100,000 

700,000 

4  Information  Service  Staff 

01 

2.00 

66,142 

2.00 

66,238 

5  Project  Finance  Management  System 

01 

2.00 

66,142 

2.00 

106,238 

6  FHWA  Grant  Administration 

01 

1.00 

24,274 

1.00 

24,309 

7  Multi-Modal  Planning 

01 

4.00 

374,010 

4.00 

124,189 

8  Hwy.  Performance  Monitoring  System  01 

3.00 

191,638 

3.00 

91,770 

9  Scenic  Byways  Program 

01 

2.00 

174,392 

2.00 

61,180 

10  Transportation  Improvement  Plan 

01 

4.00 

142,374 

4.00 

142,531 

11  Restore  5%  Reduction-A 

01 

3.50 

51,809 

3.50 

51,882 

12  City  Park  Rest  Areas 

02 

300,000 

300,000 

13  Analytic  Stero  Plotter 

02 

225,000 

14  Restore  5%-Consultants  Option 

02 

4,030,982 

4,036,488 

15  Restore  5%  Reduction-B 

02 

94.20 

2,015,491 

94.20 

2,018,244 

16  Roadway  Striping 

03 

1,000,000 

1,000,000 

17  Ice  ControL  Material 

03 

1,285,091 

1,373,391 

18  Hazardous  Waste 

03 

1,000,000 

1,000,000 

19  Pavement  Preservation 

03 

6,500,000 

6,500,000 

20  Rest  Areas 

03 

165,000 

165,000 

21  Restore  5%  Reduction-C 

03 

37.45 

1,168,615 

37.45 

1,184,476 

22  Motor  Pool  Fleet  Increase 

07 

228,000 

23  Equipment  Replacement 

08 

1,000,000 

1,000,000 

24  Roadway  Striping-Stores 

12 

1,000,000 

1,000,000 

25  Ice  Control  Material-Stores 

12 

1,285,091 

1,373,391 

26  Pavement  Preservation-Stores 

12 

6,500,000 

6,500,000 

27  Weigh  Station  Computerization 

22 

70,000 

28  FTA  Section  3  Grant 

50 

449,609 

29  FTA  Section  8  Grant 

50 

107,022 

107,022 

30  FTA  Section  18  Grant 

50 

261,870 

261,870 

31  FTA  Section  26(A)  (2)  Grant 

50 

44,806 

44,806 

32  FTA  Section  16  (B)  (2)  Grant 

50 

67,398 

67,398 

33  Urban  Planning  Program 

50 

1.00 

281,986 

1.00 

282,023 

34  McCarty  Farms  Litigation 

50 

100,000 

100,000 

35  Restore  5%  Reduction-D 

50 

1.10 

44.361 

1.10 

44.426 

Totals 

160.25 

$100,000  $30,582,950 

160.25 

$29,878,131 

9)  Scenic  Byways  Program  -  This  modification  provides  for  the  evaluation  and  establishment  of  a  system 
of  scenic  byways  in  Montana.  The  DOT  would  contract  with  a  planning  consultant  to  assist  in  developing 
the  program.  An  additional  2.0  FTE  would  be  hired  for  ongoing  maintenance  and  operation  of  the 
program.      The  biennial   cost   is   $235,572   of  which   $47,114   is  highways   special   revenue. 
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10)  Transportation  Improvement  Plan  -  This  budget  modification  provides  federal  funding  and  4.0  FTE  to 
develop  and  implement  a  Statewide  Transportation  Improvement  Plan.  The  ISTEA  requires  that  most 
federal   aid  highway  projects   be   selected  by   the   department  in    consultation    with   local   governments. 

11)  Restore  5%  Reduction-A  -  This  modification  would  restore  3.50  FTE  and  $103,691  highways  special 
revenue   funds  in   the   General   Operation   program   that   were   part  of  the   5   percent  reduction. 

12)  City  Park  Rest  Areas  -  This  Executive  Budget  modification  is  being  requested  to  expand  the  City  Park 
Rest  Area  program  which  began  as  a  budget  modification  in  the  1993  biennium.  This  modification  is  for 
$300,000  highways  special  revenue  each  fiscal  year  to  supplement  the  $200,000  per  year  in  the  current 
level  budget.  The  DOT  contracts  with  localities  to  upgrade  city  parks  as  rest  areas  along  major  highways 
rather  than  constructing  more  expensive  new  rest  areas.  Once  completed,  the  rest  areas  would  be 
maintained  by   the   local   governments. 

13)  Analytic  Stereo  Plotter  -  The  DOT  is  requesting  highways  special  revenue  funds  to  purchase  a  third 
analytical  stereo  plotter  for  mapping  and  cross-section  data  at  a  cost  of  $225,000  from  highways  special 
revenue  funds. 

14)  Restore  5%-Consultants  Option  -  This  budget  modification  is  presented  as  an  alternative  to  modification 
#15  below.  The  cost  is  $8,067,470,  of  which  $2,014,868  is  highways  special  revenue  funds  and  the 
remainder  is  federal  funds.  DOT  requested  this  modification  for  contracted  services  in  lieu  of  restoring 
the  94.20  FTE  removed  by  the  5  percent  reduction  requirement,  with  the  intent  that  if  the  FTE  were  not 
restored  this  option  would  be  needed  to  continue  the  current  level  construction  plan.  Both  this  budget 
modification   and   modification   #15   were   included   in   the   Executive   Budget. 

15)  Restore  5%  Reduction-B  -  This  Construction  program  budget  modification  will  restore  94.20  FTE  and 
$4,033,735  of  which  $1,008,434  is  highway  gas  tax  and  the  remainder  is  federal  funds.  The  FTE  were 
deleted  in  the  Executive  Budget  as  part  of  the  5  percent  reduction.  The  agency  states  that  the  FTE  are 
needed  to  continue  the  current  level  construction  plan  and  included  budget  modification  #14  above  as  an 
option   if  this   modification   is   disapproved. 

16)  Roadway  Striping  -  This  modification  provides  $2.0  million  highways  special  revenue  fund  for  roadway 
striping  to  addresses  a  deficiency  noted  by  the  Federal  Highway  Administration  (FHWA).  The  FHWA  has 
noted  that  Montana  is  failing  to   maintain   road   striping  year   around   which   they   view   as   a   safety  issue. 

17)  Ice  Control  Material  -  This  Executive  Budget  request  provides  $2.7  million  additional  highways  special 
revenue  funds  to  purchase  chemical  de-icer  and  washed  sand  for  ice  control  on  state  highways.  The  new 
ice  control  materials  are  necessary  to  attain  compliance  with  federal  and  state  air  quality  regulations  in 
areas   designated   as   "non-attainment"   areas. 

18)  Hazardous  Waste  -  This  modification  provides  $2  million  highways  special  revenue  funds  to  hire  a 
consultant  to  develop  a  plan  for  DOT  waste  management  disposal  and  to  reduce  existing  hazardous  waste 
materials  in  the  department.  The  DOT  states  this  action  is  necessary  for  compliance  with  federal 
hazardous   waste   regulations. 

19)  Pavement  Preservation  -  This  budget  modification  provides  $13  million  highways  special  revenue  funds 
for  the  biennium  for  expansion  of  the  Maintenance  program's  pavement  preservation  program,  including 
patching,  crack  sealing,  seal  and  cover,  and  pavement  rejuvenation  throughout  the  state.  This  modification 
is  intended  to  be  on-going,  and  results  in  a  13.3  percent  expansion  of  the  Maintenance  program.  Funding 
for  this   modification   alone   requires  the  equivalent  of  a    1.3   cent  fuel   tax   increase. 
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20)  Rest  Areas  -  This  modification  includes  $300,000  of  highways  special  revenue  funds  to  maintain  10 
new  rest  areas  that  DOT  plans  to  add  statewide.  The  modification  provides  funding  for  the  entire 
biennium  although  the  rest  areas  will  not  likely  be  100  percent  completed  until  the  end  of  the  1995 
biennium. 

21)  Restore  5%  Reduction-C  -  This  budget  modification  would  restore  37.45  FTE  and  $2.4  million  highways 
special   revenue  funds  in  the   Maintenance   program   resulting  from   the   5   percent  reduction. 

22)  Motor  Pool  Fleet  Increase  -  This  Executive  Budget  modification  requests  $228,000  in  fiscal  1994  from 
the  motor  pool  proprietary  account  to  purchase  20  vehicles  to  increase  the  size  of  the  motor  pool  fleet. 
Funding  will  be  by  an  inter-entity  loan  from  the  highway  gas  tax  fund  and  be  repaid  by  a  surcharge  on 
rental  rates  paid  by  state  agencies  that  use  the  vehicles.  This  modification  reverses  legislative  action  in 
the  July  special  session  which  reduced  the  program's  budget  by  $218,000  to  reduce  the  fleet  size  in 
response   to   a   legislative   audit  recommendation   (see  the   State   Motor   Pool   program   narrative). 

23)  Equipment  Replacement  -  This  Equipment  program  modification  would  fund  10  street  sweepers  in  fiscal 
1994  plus  mowers,  graders  and  other  equipment  in  fiscal  1995  at  a  cost  of  $2  million  from  the  equipment 
proprietary  fund.  This  modification  is  in  addition  to  the  $9.8  million  equipment  request  in  the  Executive 
Budget  current  level. 

24)  Roadway   Striping-Stores   -   See   below. 

25)  Ice  Control  Material-Stores  -  See  below. 

26)  Pavement  Preservation-Stores  -   See   below. 

Executive  Budget  modifications  #24,  #25,  and  #26  are  companion  Maintenance  program  modifications  to  #16, 
#17,  and  #19  above.  They  provide  purchase  authority  in  the  Stores  Inventory  program  of  $17.7  million 
highways  special  revenue  funds  for  roadway  striping,  ice  control,  and  pavement  preservation  materials. 
The  materials  are  then  transferred  and  billed  to  the  Maintenance  program,  creating  a  doubling  of 
expenditures  for  accounting  purposes.  A  legislative  appropriation  is  necessary  for  both  the  purchase  and 
transfer  of  the   materials   under   the   existing  DOT   system. 

27)  Weigh  Station  Computerization  -  This  GVW  program  budget  modification  provides  for  replacement  of 
the  operating  system  software  in  the  automated  weigh  stations.  This  is  a  continuation  of  an  automation 
project  that  has  spanned  the  last  two  bienniums,  including  a  budget  modification  in  the  1993  biennium 
to  complete  the  project.  The  $70,000  modification  is  funded  by  an  80/20  percent  federal/state  match, 
including   $14,000   of  highways   special   revenue   funds. 

28)  FTA  Section  3  Grant  -  This  budget  modification  provides  Federal  Transit  Administration  (FTA)  funds 
to  continue  a  fiscal  1993  budget  amendment  to  construct  a  transit  facility  on  the  fort  Peck  Indian 
Reservation   and   to   place   approximately   20   public  transit  vehicles   in   rural   communities. 

29)  FTA  Section  8  Grant  -  FTA  funds  in  this  modification  would  be  used  for  transit  planning  in  Billings, 
Great  Falls,   and   Missoula   to   comply   with   federal   metropolitan   planning  requirements. 

30)  FTA  Section  18  Grant  -  FTA  funds  in  this  modification  would  be  used  to  assist  rural  communities 
with   operating  funds  for  transit  operations. 

31)  FTA  Section  26  (A)  (2)  Grant  -  FTA  funds  in  this  modification  are  new  grants  from  the  ISTEA  to 
be   used   to   provide   planning  funds   to   DOT   to   accomplish   non-urbanized   transit  planning. 
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32)  FTA  Section  16  (B)  (2)  Grant  -  FTA  funds  in  this  modification  will  provide  increased  funding  for 
capital  assistance  to  private  nonprofit  organizations  for  the  purchase  of  equipment  for  elderly  and  disabled 
persons. 

33)  Urban  Planning  Program  -  This  modification  is  being  requested  to  comply  with  the  ISTEA  expanded 
federal  metropolitan  planning  organization  (MPO)  requirements.  It  will  fund  1.00  FTE  in  DOT  for 
coordination  and  provide  grant  funds  to  Billings,  Great  Falls,  and  Missoula  MPOs.  The  biennial  cost  is 
$564,009   of  which   $73,321   is  highways   special   revenue  funds. 

34)  McCarty  Farms  Litigation  -  A  general  fund  biennial  appropriation  of  $100,000  is  being  requested  to 
continue  the  McCarty  Farms/Staggars  229  litigation.  The  legislature  appropriated  $180,000  in  the  1993 
biennium  for  this  litigation  of  which  $14,517  was  reduced  in  the  January  special  session.  It  is  the 
legislature's  intent  that  all  costs  which  have  occurred  from  this  suit  be  recovered  on  final  settlement  and 
deposited   in   the  general   fund. 

35)  Restore  5%  Reduction-D  -  This  budget  modification  would  restore  1.10  FTE  and  $88,787  highways 
special  revenue  funds  in  the  Rail  and  Transit  program.  The  FTE  were  deleted  in  the  Executive  Budget 
as  required  in   section    13   of  House   Bill   2  from   the  July   special    session. 

Issues 

The  1993  Legislature  will  face  a  number  of  significant  issues  regarding  funding  for  Montana's  state 
highway  system  and  related  transportation  programs.  In  the  highways  state  special  revenue  fund,  which 
provides  state  funds  for  the  state  highway  system  and  other  related  highway  programs,  the  fund  balance 
is  rapidly  depleting.  In  addition,  Congress  recently  enacted  a  new  six-year  transportation  bill  that 
dramatically  changes  the  focus  and  direction  of  the  state  highway  program.  The  following  discussion 
addresses  the  major  provisions  and  impacts  of  the  new  federal  transportation  bill  and  funding  issues  that 
will   arise  in   the    1993   session. 

Background 

Federal  aid  highway  funds  provide  a  significant  portion  of  our  highway  program  funds.  The  other  major 
source  is  the  highways  special  revenue  account,  which  provides  state  match  funds  for  federal  aid  funds, 
as  well  as  funding  for  highway  maintenance,  a  100  percent  state  funded  Reconstruction  Trust  Fund  (RTF) 
program,  local  government  highways  funding  grants,  the  Highway  Patrol  Division  in  the  Department  of 
Justice,  and  other  highways  related  programs.  The  primary  source  of  state  revenues  is  highway  user  fees, 
including  fuel  taxes  and  gross  vehicle  weight  (GVW)  fees. 

Based  on  preliminary  estimates  of  highway  program  revenues  and  expenditures,  the  highways  special 
revenue  account  will  be  in  a  deficit  position  by  the  middle  of  fiscal  1995,  due  to  negative  cashflow  for 
several  years.  Additional  funding  would  be  required  to  maintain  current  level  services  beyond  the  1993 
biennium.  Additionally,  Congress  enacted  a  new  six-year  federal  transportation  bill,  the  Intermodal  Surface 
Transportation  Efficiency  Act  (ISTEA),  that  dramatically  changes  the  methods  of  funding  and  managing  the 
state  highway  construction  program.  The  new  bill  requires  more  state  match  funds  to  support  an 
expanded  federal  aid  program  and  establishes  several  new  non-construction  programs  requiring  state  match 
funds. 

Montana  fared  surprisingly  well  in  the  allocation  of  federal  aid  funds  in  the  new  federal  bill.  During  the 
next  six  years,  Montana  will  receive  federal  aid  funds  averaging  $180  million  per  year,  compared  to  the 
federal  aid  averaging  just  over  $100  million  per  year  during  most  of  the   1980's.     The  increase  is  tempered 
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by  inflationary  increases  in  construction  costs  and  the  number  of  new  set-aside  programs  in  the  bill  that 
reduce  funds  for  highway   construction. 

The  increase  in  state  matching  funds  required  for  an  expanded  federal  aid  program  was  nearly  offset  by 
a  Department  of  Transportation  (DOT)  and  State  Highway  Commission  decision  to  adopt  an  existing  option 
to  reduce  the  state  match  ratio.  Although  the  election  reduced  the  match  requirement,  it  also  reduced 
the  size  of  the  federal  aid  program  and  commits  Montana  to  maintain  a  current  level  of  state  funding 
if  the   lower  state   match   ratio  is   to  be   retained. 

The  new  federal  transportation  act  eliminates  rigid  spending  classifications  and  replaces  them  with  fewer 
categories,  leaving  Montana  and  other  states  with  more  flexibility  to  move  funds  between  categories  and 
to   manage  funds  based   on   statewide   priorities. 

The  new  federal  transportation  act  creates  several  new  funding  categories  for  new  programs  for  highway- 
related  projects,  as  opposed  to  direct  construction  projects.  These  include  Transportation  Enhancement, 
Highway  Safety,  and  Air  Quality  and  Mitigation  funds,  which  will  provide  an  estimated  $12  million  to 
Montana  in  fiscal  1992.  The  Air  Quality  funds  can  only  be  used  in  Missoula,  Montana's  only  city  cited 
for  non-attainment  of  the  Environmental  Protection  Agency  (EPA)  ozone  and  carbon  monoxide  standards. 
The  state  (or  local)  match  funds  required  for  these  programs  cannot  be  used  for  the  traditional  construction 
program. 

The  new  federal  transportation  act  also  requires  establishment  of  a  statewide  transportation  plan,  the 
development  of  several  new  management  information  systems,  and  the  passage  of  a  state  motorcycle  helmet 
law   to   avoid   federal   aid  funding  penalties. 

For  further  information  on  the  ISTEA  and  its  impact  on  Montana's  transportation  system,  see  the  June 
1992   LFA  report,   State    Highway   Program:    Significant   Changes   and   Potential    Budget   Issues. 

Projected   Fund   Balance   and   Cash   Flow 

As  discussed  above,  the  highways  state  special  revenue  funds  are  primarily  supported  by  fuel  taxes  and 
GVW  fees  and  provide  funding  for  state  match  of  federal  aid  highway  funds,  highway  maintenance,  DOT 
administration,   the   Highway   Patrol   Division,   and   other   minor   programs. 

Table  D  shows  the  projected  cashflow  of  the  highways  state  special  revenue  funds  (highways  special 
revenue  and  RTF  accounts)  through  fiscal  1998,  the  full  term  of  the  ISTEA.  Current  level  projections 
include  an  RTF  program  of  $20  million  per  year  and  a  modest  2  percent  inflationary  increase  for  personal 
services  and  operating  expenses  beyond  the  1995  biennium.  The  1995  biennium  projections  are  based  on 
LFA  current  level  and  the  Executive  Budget  long-range  building  request.  These  projections  include 
maintaining  a  cash  balance  of  $20  million,  the  minimum  balance  MDT  considers  necessary  to  adequately 
manage  a  variable  cash  flow.  Below  the  current  level  projections  are  projections  with  the  Executive  Budget 
modifications   and   policy   initiatives   added. 

Projected  Shortfall 

Based  on  the  projected  revenue  and  expenditure  estimates  shown  in  Table  D,  state  highways  special 
revenue  funds  are  experiencing  a  significant  negative  cashflow.  The  projections  show  that  expenditures  will 
exceed  existing  revenues  in  the  1995  biennium  by  over  $50  million  in  current  level  and  by  nearly  $90 
million  if  the  executive  budget  modifications  and  policy  initiatives  are  added.  In  the  1997  biennium,  the 
imbalance  would  reach  $60  million  and  $100  million,  respectively.  The  1993  legislature  can  anticipate  a 
cash   balance   in    the   highways   fund   at   the   end   of  the    1995   biennium    of  deficit   $11.7   million,   assuming 
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Table  D 

Combined  Highways  State  Special  Revenue  Acounts 

Estimated  Cash  Flow 

Fiscal  Years  1992  through  1998 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1995 

Fiscal  1996 

Fiscal  1997 

Fiscal  1998 

Beginning  Working  Cash  Balance 
Revenues 

$90,412,889 
82,825,427 

$73,895,839 
88,935,581 

$58,999,287 
82,762,764 

$32,685,219 
82,831,346 

$8,284,107 
82,831,346 

($22,877,653) 
82,831,346 

($52,754.8911 

82,831,346 

Gasoline  Tax 

Diesel  Tax 

25,128,409 

27,315,504 

25,977,851 

26,475,823 

26,475,823 

26,475,823 

26,475,823 

GVWtax 

26,181,530 

27,812,792 

27,033,668 

26,839,500 

26,839,500 

26,839,500 

26,839,500 

Coal  Tax 

5,212,093 

0 

4,937,872 

4,941,370 

4,941,370 

4,941,370 

4,941,370 

Bond  Interest  Earnings 

0 

0 

0 

0 

0 

0 

Stores 

11,969,515 

14,901,886 

14,452,195 

14,611,934 

14,904,173 

15,202,256 

15,506,301 

Other 

4,103,070 

1,275,585 

1,275,585 

1,275,585 

1,275,585 

1,275,585 

1,275,585 

Adjustment 

(189.880) 

0 

0 

0 

0 

0 

0 

Total  Revenues 
Expenditures 

$155,230,164 

$160,241,348 

$156,439,935 

$156,975,558 

$157,267,797 

$157,565,880 

$157,869,925 

Transportation  Budget 

General  Operations 

7,740,286 

7,737,239 

8,048,110 

8,370,008 

8,537,408 

8,708,156 

8,882,319 

Construction  (and  overhead): 

Federal  Aid  Construction 

43,401,024 

33,168,312 

36,060,906 

35,166,815 

38,641,541 

38,401,992 

39,331,915 

RTF  Construction 

16,629,680 

16,800,301 

19,563,285 

20,632,500 

20,404,703 

20,456,488 

20,461,932 

Maintenance 

47,661,846 

49,972,920 

49,532,758 

49,546,864 

50,537,801 

51,548,557 

52,579,528 

Stores 

14,227,850 

14,901,886 

14,452,195 

14,611,934 

14,904,173 

15,202,256 

15,506,301 

GVW 

3,715,305 

4,130,525 

4,129,764 

4,154,819 

4,237,915 

4,322,674 

4,409,127 

Motor  Fuels 

10,000 

0 

0 

0 

0 

0 

0 

Rail  and  Transit 

151,165 

71,250 

255,679 

255,870 

260,987 

266,207 

271,531 

Bond  Principal  &  Interest 

10,655,332 

18,476,333 

18,480,983 

18,483,983 

18,491,253 

17,857,918 

17,860,730 

Local  Government  Distribution 

14,075,000 

14,075,000 

14,075,000 

14,075,000 

14,075,000 

14,075,000 

14,075,000 

1987  Bond  Arbitrage  Rebate  (net) 

1,357,559 

0 

0 

0 

0 

0 

0 

Indian  Reservation  Distribution 

35,842 

1,100,000 

3,000,000 

3,000,000 

3,000,000 

3,000,000 

3,000,000 

Dept  of  Justice  (Hwy  Patrol) 

11,957,554 

11,693,371 

12,986,199 

12,908,688 

13,166,862 

13,430,199 

13,698,803 

Dept.  Justice  1993  Supplemental 

0 

663,000 

0 

0 

0 

0 

0 

Highway  Traffic  Safety 

72,646 

80,807 

85,124 

86,189 

87,913 

89,671 

91,464 

Dept  Fish,  Wildlife,  &  Parks 

0 

84,000 

84,000 

84,000 

84,000 

84,000 

84,000 

Long-Range  Bldg 

372,412 

2,182,956 

2,000,000 

0 

2,000,000 

0 

1,000,000 

Adjustment 

(316,287) 

0 

0 

0 

0 

0 

0 

Total  Disbursements 

$171,747,214 

$175,137,900 

$182,754,003 

$181,376,670 

$188,429,556 

$187,443,119 

$191,252,652 

Expenses  in  Excess  of  Revenues 
Cash  Balance,  Current  Level 

(16.517.050) 
$73,895,839 

(14.896.552) 
$58,999,287 

(26.314.068) 
$32,685,219 

(24.401.112) 
$8,284,107 

(31.161.760) 
($22,877,653) 

(29.877.238) 
($52,754,891) 

(33.382.727) 

($86,137,6181 

Target  Ending  Cash  Balance 
Surplus  (Deficit),  Current  Level 
Add-Exec  Budget  Recommendation! 

20.000,000 
$53,895,839 

! 
) 

20,000.000 
$38,999,287 

20.000.000 
$12,685,219 

10,805,702 

20.000.000 
($11,715,893) 

10,741,797 

20,000,000 
($42,877,653) 

10,692,453 

20.000.000 
($72,754,891) 

20.000,000 

($106,137.6181 

10,906,302 

11,124,428 

Budget  Modifications  ("95  Biennium 

Policy  Initiatives: 

Fund  Switch-Motor  Vehicle  Div. 

7,091,906 

7,075,665 

7,217,178 

7,361,522 

7,508,752 

Parks  Roads-Dept  FWP 

1,250,000 

1,250,000 

1,250,000 

1,250,000 

1,250,000 

Expenses  in  Excess  of  Revenues 

(45,461,676) 

(43,468,574) 

(50,321,391) 

(49,395,062) 

(53,265,9071 

Surplus  (Deficit)  with  Exec.  Initiatives 

($6,462,389) 

($49,930,963)  ($100,252,354)  ($149,647,416)  ($202,913.3231 
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no  expansion  of  operations  and  current  revenues.  If  the  DOT  requested  budget  modifications  for  the  1995 
biennium  are  approved,  the  deficit  could  grow  to  $49.9  million.  When  projections  are  carried  out  to  the 
end  of  the  current  federal  transportation  act  (ISTEA)  authorization,  the  deficit  ranges  from  $106  to  $203 
million,  depending  on  expenditure  levels.  Additional  funding  will  be  required  to  maintain  current  level 
operations  beyond   the    1993   biennium. 

Assumptions   Used  in  Preparing  Budget  Projections 

Revenues  from  fuel  taxes  and  the  coal  tax  allocation  are  estimated  collections  under  current  law,  in 
accordance  with  rates  and  allocation  percentages  specified  in  statute.  Gas  and  diesel  taxes  are  assumed 
to  remain  at  20  cents  throughout  the  period,  and  the  coal  tax  allocation  reflects  the  one-year  diversion 
to  the  general  fund  in  fiscal  1993.  The  projected  revenues  shown  in  the  table  reflect  Revenue  Oversight 
Committee   revenue   estimates. 

Revenues  from  GVW  fees/taxes  and  "other"  are  based  on  estimates  provided  by  the  DOT.  The  revenue 
estimate  for  Stores  is  based  on  a  projection  of  current  level  operations,  as  revenues  are  directly  related 
to   program   expenditures  for  this   revolving  fund   operation. 

Current  level  expenditures  are  those  authorized  under  current  state  and  federal  law  at  the  levels 
established  by  the  legislature  in  the  1991  regular  and  the  January  1992  special  sessions',  including  a  $20 
million  RTF  program  each  fiscal  year.  Several  adjustments  have  been  made  in  projecting  "current  level" 
costs  forward  to   fiscal    1994   through    1998: 

1)  Highway  construction  costs  are  as  projected  by  DOT  based  on  maximum  use  of  federal  aid  funds 
at  anticipated  limitation  levels  prescribed  by  the  1991  ISTEA.  RTF  expenditures  are  continued  at 
the   $20   million   per  year  level   appropriated  for  the    1993   biennium. 

2)  A  2  percent  inflationary  increase  for  administrative  programs  (General  Operations,  Maintenance, 
Motor  Fuels,  Rail  and  Transit  Programs  in  DOT  (plus  the  Department  of  Justice  and  Highway 
Traffic  Safety  Division  appropriations  from  this  account)  is  included  for  all  years  beyond  fiscal   1995. 

3)  No  program   expansions  (modifications)  are  included  in   the   estimates  beyond  the   1995  biennium. 

An  ending  balance  of  $20  million  each  fiscal  year  is  included  in  the  budget  projections.  DOT  considers 
this  the  minimum  balance  required  to  adequately  manage  the  highways  fund  cashflow.  Surplus/deficit 
amounts   referred  to   in   this   report   are  the   amounts   above   or  below   the   minimum   $20   million   balance. 


1  The  DOT  has  special  language  in  Ihe  1993  biennium  House  Bill  2  which  authorizes 
shifting  of  appropriation  authority  between  stale  special  revenue  and  federal  funds.  While  this 
provision  limits  the  DOT  to  a  ceiling  appropriation  for  state  and  federal  funds,  the  department  can 
shift  appropriation  authority  between  Ihe  two  funds.  The  department  estimates  that  it  will  use  this 
authority  to  reduce  the  state  special  revenue  appropriation  in  the  1993  biennium  by  approximately 
$16  million  and  increase  the  federal  appropriation  by  the  same  amount.  The  shift  would  largely 
be  due  to  the  change  to  a  lower  state  match  ratio  by  DOT  in  Ihe  1993  biennium.  whereas  funds 
were  appropriated  based  on  a  higher  anticipated  stale  match  requirement.  The  projections  shown  in 
Table  D  assume  the  expenditure  of  state  highway  funds  at  the  lower  amount  for  construction 
projected  by  the  DOT.  If  the  department  does  expend  all  or  part  of  S16  million  to  federal  funds, 
it   will   increase   the   state  highways   fund  deficit  at   the  end  of  fiscal    1995. 
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"Best  Case"  Scenario? 

The  expenditure  estimates  used  for  the  projections  in  Table  D  do  not  include  a  number  of  possible 
contingencies  that  are   likely  to   occur  in   the   next  several  years. 

1)  The  ISTEA  provides  authority  for  a  federal  aid  highway  program  of  $191  million  each  year  in 
fiscal  1996  through  1998.  The  construction  projections  for  both  the  LFA  (Table  D)  and  the 
Executive  Budget  are  based  on  an  estimated  federal  spending  limitation  of  nearly  30  percent  and 
include  funding  in  those  three  years  for  the  base  federal  aid  of  only  $136  million  each  year.  The 
projections  exclude  $165  million  of  federal  authority.  Federal  spending  limitations  have  been  as  low 
as  2  percent  and  were  an  exceptionally  high  20  percent  in  fiscal  1993.  There  is  a  high  likelihood 
that  the  construction  program  will  exceed  the  projections  for  fiscal  1996  through  1998  if  the  use 
of  federal   dollars   is   maximized. 

2)  Program  expansions  (modifications)  -  The  projections  include  only  the  DOT  modifications  requested 
for  the  1995  biennium.  There  is  no  provision  for  program  expansion  beyond  fiscal  1995,  or  for 
program  growth  in  the  Department  of  Justice  (Highway  Patrol)  beyond  the  1993  biennium.  In 
addition,  the  Executive  Budget  projections  do  not  include  $663,000  in  highways  special  revenue 
supplemental  for  the   Highway   Patrol   Division   for  fiscal    1993   that   are   in   the   Executive   Budget. 

3)  The  required  distribution  of  fuel  tax  revenues  to  Indian  reservations  mandated  in  Senate  Bill 
428  (estimated  at  $3.0  million  per  year  in  the  LFA  current  level  projections  and  $2.6  million  per 
year  in  the  Executive  Budget)  may  be  low.  Although  there  are  indications  the  annual  distribution 
could  be  significantly  higher,  there  is  no  way  of  accurately  estimating  the  likely  distribution  until 
negotiations  with  the  tribes  are  concluded. 

4)  Increases  in  the  programs  funded  by  the  highways  fund  have  traditionally  been  higher  than  the 
2   percent  inflationary  increase   included   in   the   above   projections  for   administrative   programs. 

Given  the  conservative  nature  of  the  expenditure  estimates  as  outlined  above,  the  projections  in  Table  D 
may  well  represent  a  "best  case"  scenario.  If  any  of  the  above  contingencies  occur,  the  highways  funding 
program,  which  often  commits  funds  years  in  advance  of  payment  for  construction  work,  could  face  a  severe 
cashflow   and   appropriation   authority  problem. 

Budget  Issues 

Budget  issues  that  face  the  1993  Legislature  include  maximizing  federal  aid,  the  RTF  project,  1995 
biennium  Executive  Budget  modifications,  and  executive  policy  initiatives  to  expand  highways  special  revenue 
funding  to  the  Motor  Vehicle  Division  (Department  of  Justice)  and  to  fund  state  parks  roads  and  access 
(Department  of  Fish,   Wildlife   and   Parks).      These  issues   are   discussed   briefly  below. 

Maximize  Federal  Aid  Program 

The  ISTEA  provides  an  average  $180  million  per  year  (subject  to  spending  limitations)  federal  aid  to 
Montana  over  a  six-year  period  for  highway  construction  and  related  activities.  The  federal/state  match 
requirement  is  an  average  87/13  percent,  so  that  for  every  $1  of  state  match  funds  Montana  provides,  it 
will  receive  approximately  $6.70  of  federal  aid.  In  order  to  avoid  losing  the  maximum  federal  aid 
authorized,  the  legislature  would  have  to  provide  additional  revenues  equivalent  to  1  cent  fuel  tax  in  the 
1995  biennium,  increasing  to  3  cents  by  fiscal  1998.  Assuming  the  elimination  of  the  RTF  program  and 
all  other  expenditures  continue  at  current  level,  there  are  sufficient  revenues  to  support  the  federal  aid 
program   until  fiscal    1998,   when   the   equivalent  of  a  one   cent  fuel   tax   would  be   required. 
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Reconstruction   Trust  Fund  Program 

In  order  to  continue  the  RTF  program  at  the  current  level  ($20  million  per  year)  beyond  the  current 
biennium,  the  legislature  would  have  to  provide  additional  revenues  equivalent  to  a  1.2  cents  fuel  tax 
annually  beginning  in   fiscal    1994,   and  nearly   7   cents  beginning  in   fiscal    1996. 

The  1983  Legislature  approved  the  establishment  of  a  ten  year,  100  percent  state-funded  RTF  program, 
and  the  1991  Legislature  approved  the  extension  of  the  RTF  program  through  fiscal  2003.  The  legislature 
earmarked  12  percent  of  coal  severance  tax  allocations  to  help  fund  the  program,  but  there  were  never 
sufficient  funds  to  maintain  a  $40  million  annual  program.  The  program  has  been  justified  by  needs 
assessment  studies  by  DOT  that  show  that  the  federal  aid  program  is  insufficient  to  provide  for  all  of 
Montana's  construction  needs  and  that  an  RTF  program  is  necessary  to  reverse  a  decline  in  our  highway 
system. 

The  equivalent  of  a  1  cent  fuel  tax  is  needed  for  every  $5  million  of  RTF  expenditures  per  year.  The 
executive  has   proposed   continuation   of  the   RTF  at  the   current  $20   million   level   in   the   1995  biennium. 

1995  Biennium  Budget  Modifications 

The  Executive  Budget  includes  budget  modifications  for  $44.8  million  of  program  expansions  requiring 
highways  special  revenue  funds  in  the  1995  biennium.  After  excluding  those  modifications  included  in  LFA 
current  level,  a  contingency  modification,  and  Stores  program  modifications  that  are  offset  by  revenue,  Table 
D  includes  $21.5  million  in  executive  modifications  requiring  highways  special  revenue  funds.  In  order  to 
fund  these  additional  services,  the  legislature  would  have  to  provide  additional  revenues  equivalent  to  a 
2.2  cent  annual  fuel  tax  increase  beginning  in  the  1995  biennium.  Most  of  the  requested  program 
expansions   appear   to   be   ongoing  programs. 

The  majority  ($20.5  million)  of  the  budget  modification  requests  are  for  expansion  of  the  maintenance 
program.  In  support  of  the  request,  MDT  cites  no  real  growth  in  the  budget  in  over  a  decade  while  the 
number  of  lane  miles  expanded.  It  states  that  if  pavement  conditions  are  allowed  to  deteriorate  because 
of  inadequate  funding,  maintenance  and  reconstruction  costs  will  increase  significantly.  The  Pavement 
Preservation  budget  modification  ($13.0  million  per  biennium)  would  require  the  equivalent  of  a  1.3  cent 
fuel   tax   increase. 

Funding  Switch   -  Motor  Vehicle  Division 

The  Executive  Budget  includes  a  policy  initiative  to  change  funding  for  the  Motor  Vehicle  Division  in  the 
Department  of  Justice  from  general  fund  to  highways  special  revenue  fund.  This  funding  switch  would 
require  the  equivalent  of  an  additional  1.4  cents  fuel  tax  each  year.  The  division  is  responsible  for  vehicle 
titling,  registration  and  driver's  licensing.  Highway  revenues  are  constitutionally  protected  by  a  non- 
diversion  clause,  but  the  revenues  can  be  used  for  "enforcement  of  highway  safety".  The  executive  proposal 
asserts  that  the  Motor  Vehicle  Division  qualifies  for  highways  revenue  funding,  based  on  its  relationship 
to  highway   safety. 

Funding  for  State  Parks  Roads 

The  Executive  Budget  includes  a  policy  initiative  to  provide  $1.25  million  each  year  for  parks  roads  and 
access  roads  construction  and  maintenance.  This  initiative  would  require  the  equivalent  of  an  additional 
quarter  cent  of  fuel   tax   each   year. 
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Minimum   Required  Funding  Increases 

This  issue  discusses  the  minimum  funding  increases  required  to  continue  the  highway  program  at  current 
level  in  coming  biennia.  In  addition,  it  will  address  the  five  primary  highway  budget  issues  facing  the 
1993  legislature   and   discussed  in   the   previous   section. 


In  the  1991  biennium,  the  highways  account  had  a  negative  cashflow  of  $55  million.  In  the  current 
biennium,  appropriations  exceed  anticipated  revenues  by  over  $50  million.  The  working  cash  balance  is 
expected  to  be  depleted  by  the  middle  of  fiscal  1995.  Due  to  the  increase  in  the  federal  aid  program 
and  an  increasing  bond  debt  service,  the  structural  imbalance  in  this  account  is  expected  to  continue 
through  1998  -  ranging  from  $24  to  $33  million  per  year  to  maintain  current  level  and  as  high  as  $53 
million   per  year  if  the   Executive   Budget   1995  biennium   program   expansions   are   funded. 

To  demonstrate  the  magnitude   of  the  budget  issues  that  may   arise   in   the    1993   legislative   session,  Table 

E  shows  the  minimum  equivalent  fuel  tax  increases  that  would  be  necessary  to  continue  funding  for  each 

of  the  five  budget  issues   discussed   above:    1)   matching  available  federal   aid  funds;   2)   continuation   of  the 

RTF;     3)  funding  the  executive   1995  biennium  modifications;     4)     a  funding  switch   to  highways  funds  for 

the   Motor  Vehicle   Division;      and   5)      highways   fund   support   for   state   parks   roads.      The   estimates   are 

based  on  the  minimum  incremental  increase  each  biennium  in  fuel  taxes  (both  gas  and  diesel)  to  maintain 

a  minimum   $20  million   cash   balance   in   the  highways  fund.      These   estimates   assume   that  each   cent  of 

fuel  tax  will  generate  $4.9  million  of  revenues  each  year. 

There    are    sufficient    funds 

to    maintain    the    maximum 

federal   aid   program   in    the 

1995  biennium.      Fuel  taxes 

would  have  to  increase   1.25 

cents  in  the   1995  biennium 

if    the    current    level     RTF 

program  is  maintained,   and 

a    total    of   5    cents    if   the 

Executive  Budget 

modifications       and       policy 

initiatives       are       approved. 

To      sustain      the      program 

through      fiscal       1998,       a 

minimum     1    cent    fuel    tax 

increase      is      required      by 

fiscal      1998      to      maximize 

federal  aid  and  as  much  as 

10.5    cents    if    the    current 

level       RTF       program       is 

continued  and  the  Executive 

Budget  recommendations  are 

funded. 


Table  E 

Mininum  Fuel  T 

ax  Increase  -  Incremental* 

For  Antici 

sated  Budget  Issues 

Equivalent  Fu 

Bucket  Issue                                                          Fiscal  1994    Fiscal  1995    F 

Fiscal  1998 

seal  1996 

Fiscal  1997 

To  Meet  Federal  Match  Requirement  Only 
-  No  RTF  Program 

$0,000 

$0,000 

$0,000 

$0,000 

$0,010 

To  Retain  RTF  Program  (Current  Level) 
($20  million/year)  beyond  1993 

$0,012 

$0,012 

$0,067 

$0,067 

$0,057 

To  fund  1995  Biennium  DOT/Executive 
Budget  Modifications  -  $10.8  Million/year 

$0,022 

$0,022 

$0,022 

$0,022 

$0,022 

Executive  Budget  Policy  Issues: 

To  Fund  Motor  Vehicle  Division  (Dept  Justic 
-  Fund  Switch  from  Gen.  Fund  -  $7.1  mil/yr 

$0,014 

$0,014 

$0,014 

$0,014 

$0,014 

To  Fund  State  Parks  Roads/Access 

-  Dept  Fish,  Wildlife  and  Parks  -  $1.25  mil/yr 

$0,002 

$0,002 

$0,002 

$0,002 

$0,002 

Total  Equivalent  Fuel  Tax  Increase 

$0,050 

$0,050 

$0,105 

$0,105 

$0,105 

Current  Fuel  Tax 

$0.200 

$0.200 

$0,200 

$0,200 

$0,200 

Total  Fuel  Tax  Equivalent  Needed 
(Cur.  Level  plus  Exec  Budget  Recommend! 

$0,250            $0,250            $0,305 
no  budget  growth  after  1995 

$0-305 

$0,305 

•  Assumes  2  percent  inflation,  1994  and  beyond 
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Executive   Recommendation   -   5   Cent   Fuel   Tax   Increase 

The  Executive  Budget  recommends  a  5  cent  gas  tax  increase  beginning  May  1,  1993,  to  sustain  the 
highways  fund  through  the  1995  biennium.  The  executive  recommendation  provides  funding  for  current 
level  programs  (including  a  $20  million  per  year  RTF),  the  executive  budget  modifications,  funding  for  the 
Motor  Vehicle   Division,   and   support  for   state   parks   roads. 

Short-term  Solution 

The  Executive  Budget  recommendation  would  only  provide  funding  for  the  highways  program  through  the 
1995  biennium,  and  would  leave  a  structural  imbalance  for  the  1995  Legislature  to  address.  If  only  a 
5  cent  fuel  tax  is  approved  in  the  1993  Legislature,  there  would  be  a  need  for  a  10.5  cent  fuel  tax  for 
the  1995  biennium.  As  an  alternative,  an  8.5  cent  gas  tax  could  be  enacted  in  fiscal  1994  that  would 
sustain   the   highways   program   through   fiscal    1998. 

Cash  Flow  Problem 

In  addition  to  providing  only  a  short-term  solution  to  the  structural  imbalance  in  highways  funding,  the 
executive  proposal  could  create  a  cashflow  problem  in  the  last  half  of  fiscal  1995.  The  DOT  commits 
funds  several  years  ahead  of  when  construction  projects  are  let  to  bid.  Bid-letting  in  late  fiscal  1995 
might  have  to  be  delayed  until  adequate  funding  for  the  1997  biennium  is  approved  by  the  1995 
legislature,  since  there  will  be  no  excess  cash  balance  to  rely  on  as  in  the  past  several  years.  Further, 
an  additional  fuel  tax  increase  or  its  equivalent  might  not  generate  revenues  until  August,  1994,  at  a  time 
when  the  summer  construction  season  is  in  full  operation,  and  contractor  payments  are  high.  There  is 
a  potential  that  sufficient  funds  would  not  be  available  for  committed  contractor  payments  during  this 
period. 

The  DOT  delayed  bid  lettings  in  January  through  March  of  1991,  stating  that  they  lacked  sufficient 
appropriation  authority  while  awaiting  approval  of  the  session  budget  amendment  bill.  DOT  might  find 
itself  in  a  similar  position  in  fiscal  1995  if  sufficient  revenues  were  not  already  approved  for  the  1997 
biennium. 

Fuel  Taxes  -   Comparison  to  Other  States 

Each  additional  1.0  cent  increase  in  fuel  taxes  provides  $4.9  million  per  year  in  state  revenues:  $3.7 
million  from   the  gas   tax  increase   and   $1.2   million   from   the   diesel   tax   increase. 

Fuel  taxes  have  become  the  "traditional"  means  of  funding  fee  increases,  with  four  fuel  tax  increases  since 
1979.  When  Montana  enacted  its  20  cent  rate  in  fiscal  1987,  it  was  the  highest  gas/diesel  tax  in  the 
nation,  but  since  that  time  several  states  have  met  or  exceeded  Montana's  rate.  As  of  April  1992,  18 
other  states   equalled   or  exceeded   Montana's   20   cent  fuel   tax   rate. 

The  highest  fuel  taxes  in  the  nation  are  in  Hawaii  (which  averages  27  cents  per  gallon  statewide)  and 
Rhode  Island  and  Connecticut  (26  cents  per  gallon).  If  the  executive  recommendations  are  approved,  the 
Montana  fuel  tax  would  increase  to  25  cents  in  the  1995  biennium  and  to  as  high  as  30.5  cents  to 
sustain  the  program  through  fiscal  1998.  Increases  of  this  magnitude  could  again  make  Montana's  fuel 
tax  among  the  highest  in  the  nation.  However,  six  states  have  enacted  fuel  tax  increases  to  take  effect 
in  the  next  two  years  (including  Connecticut,  which  will  rise  incrementally  to  34  cents  by  1996).  Further, 
28  states  may  have  to  raise  taxes  to  ensure  sufficient  match  funds  to  qualify  for  increased  federal  aid 
under  the   ISTEA 
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Cost  Responsibility   Study 

In  a  June  1990  performance  audit  report  on  the  GVW  division,  the  Legislative  Auditor  stated  that 
"Highway  Department  officials  do  not  know  if  the  current  fee  levels  for  each  class  of  vehicle  are 
appropriate"  and  found  no  indication  that  "GVW  fees  were  based  on  any  relationship  between  vehicle 
weight  and  pavement  design  requirements  or  pavement  wear."  In  response  to  the  Legislative  Auditor's 
concern,  the  1991  Legislature  included  language  in  House  Bill  2  directing  DOT  to  "conduct  a  cost 
responsibility  study  to  determine  the  appropriate  ratio  of  highway  user  fees  based  on  road  wear  cause  by 
each  type  of  user."  The  legislature  directed  the  DOT  to  "provide  a  report  of  study  results  and  a 
recommended  fee   structure  to   the   Legislative   Finance   Committee  by  June    1,    1992." 

The  report  was  not  completed  by  the  June  1  deadline.  DOT  submitted  a  draft  of  the  first  phase  of  the 
study  with  an  explanation  that  the  final  report  would  not  be  submitted  to  the  Committee  until  August 
15.  The  final  report  was  still  not  completed  as  of  December  20,  1992.  When  the  report  is  completed, 
it  should  provide  the  legislature  with  an  analysis  of  the  fairness  of  the  current  fee  structure  by  vehicle 
class,  plus  a  recommended  fee  structure  that  would  allocate  fees  fairly.  Since  the  report  was  not 
submitted   on   time,   it  could  not  be   analyzed   by   LFA   staff  and   the   Legislative   Finance   Committee. 

The  DOT  states  that  it  intends  to  submit  legislation  in  the  1993  session  to  revise  GVW  fees,  licenses,  and 
permits,  but  states  that  the  revisions  will  be  revenue  neutral,  simply  re-allocating  the  fees  among  the 
various   classes   of  users. 
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Program  Summary 

Actual               Current 
Expenditures          Level 
Budget  Item                            Fiscal  1992       Fiscal  1992 

Current 

Level 

Fiscal  1993 

General  Operations  Program 

LFA              Executive              LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

167.08 

167.08 

192.93 

167.08 

163.58 

167.08 

163.58 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Debt  Service 

5,039,295 

3,343,682 

157,064 

14,021,000 

12.611 

5,039,292 

3,337,321 

157,065 

75,000 

12.611 

6,033,013 

3,256,003 

234,572 

276,000 

11.150 

5,554,082 
4,147,858 

57,175 
0 

12.641 

5,424,152 

4,204,029 

276,426 

0 

12,641 

5,572,896 

4,434,139 

2,400 

0 

12.641 

5,442,859 

4,512,969 

152,400 

0 

12.641 

514,790 
810,537 
(99,890 
(75,000 
30 

Total  Costs 

$22,573,654 

$8,621,289 

$9,810,738 

$9,771,756 

$9,917,248 

$10,022,076 

$10,120,869 

$1,150,467 

Fund  Sources 

21,815,286 
758.368 

$22,573,654 

7,862,921 
758.368 

$8,621,289 

7,801,223 
2.009.515 

$9,810,738 

8,048,110 
1.723.646 

$9,771,756 

8,215,066 
1.702.182 

$9,917,248 

8,370,008 
1.652.068 

$10,022,076 

8,485,892 
1.634.977 

$10,120,869 

185,189 
965.278 

State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

$1,150,467 

Program   Description 

The  General  Operations  program  provides  the  administrative  support  services  for  the  department,  including 
general  administration  and  management,  accounting  and  budgeting,  planning  and  program  development, 
research,  legal  services,  computer  systems  support,  and  personnel.  The  program  also  includes  the  former 
Motor  Fuels  program,  which  was  transferred  from  the  Department  of  Revenue  in  July,  1991  as  part  of 
the  Department  of  Transportation  reorganization.  The  motor  fuels  unit  enforces  compliance  with  motor  fuel 
tax   law   and   administers  license   taxes   on   gasoline   and   diesel   fuel. 

LFA  Current  Level 

The  General  Operations  program  fiscal  1994  budget  increases  over  $1.1  million  compared  to  the  fiscal 
1992  current  level  base,  primarily  due  to  personal  services  increases,  higher  fixed  cost  allocations,  and 
increased  federal  funds  for  transportation  planning  and  research  under  the  new  six-year  federal 
transportation   act. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  increases,  vacancy  savings  in  fiscal  1992, 
and   upgrades   of  approximately   $300,000   over  fiscal    1992   appropriated   levels. 

Operating  expenses  increase  for  the  following  reasons:  1)  higher  fixed  cost  allocations  of  $744,000  due  to 
increased  insurance  costs  and  a  departmental  reallocation  of  most  fixed  costs  to  the  General  Operations 
program;  and  2)  federal  funding  increases  of  $302,000  for  an  upgrade  of  the  data  processing  system  for 
motor  fuels  tax  collections  and  GVW  collections  systems.  Offsetting  decreases  are  deflationary  adjustments 
of  $109,000  for  computer  processing  charges  and  other  items  plus  a  reduction  of  $111,000  for  one-time  costs 
of  a  map  digitizing  project  to  convert  linen  based  maps  into  a  digital  vector  format.  There  is  still  $91,800 
each  year  in  current  level  for  the  completion  of  the  map  digitizing  project  in  the  1995  biennium.  Other 
adjustments  to  current  level  result  in  a  net  $16,000  decrease  in  the  current  level  base.  Operating 
expenses   in   fiscal    1995   are   higher   due   to   a  higher  fixed   cost  allocation   for   insurance. 

The  Equipment  budget  includes  $22,000  for  office  remodeling,  $30,575  for  replacement  of  an  aerial  photo 
paper   processor,   and   minor  amounts   for   office   equipment  and   computer   upgrades. 
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Grant  funds  in  fiscal  1992  were  for  grants  to  County  Planning  Boards  for  urban  transportation  and  rural 
technical  assistance  planning.  Local  assistance  grant  funds  are  included  in  the  Construction  Program 
budget  for  the    1995   biennium. 

Debt  service  funds  are  for  the  administrative  expenses  of  the  debt  service  on  building  and  revenue  bond 
issues. 

Section  15-70-101,  MCA,  appropriates  $14  million  highways  special  revenue  for  distribution  to  cities  and 
counties  annually.  These  funds,  which  are  distributed  by  the  General  Operations  program,  are  not  included 
in   the   LFA  current  level  because   they   are   statutory   appropriations. 

Funding 

State  special  revenue  funds  are  from  the  highways  special  revenue  account.  In  addition,  the  program 
receives  a  portion  of  total  federal  aid  funds  from  the  Intermodal  Surface  Transportation  Efficiency  Act 
(ISTEA)  for  highways  planning  and  research  activities.  Other  federal  funds  are  provided  by  the  Federal 
Minority   and   Disadvantaged   Business   Enterprise   program. 
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Program  Summary 

Actual              Current            Current 
Expenditures          Level                 Level 
Budget  Item                            Fiscal  1992       Fiscal  1992       Fiscal  1993 

Construction  Program 

LFA              Executive 
Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

913.94 

913.94 

898.24 

890.79 

796.59 

890.79 

796.59 

(23.15 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Grants 
Debt  Service 

27,905,333 

162,522,605 

716,203 

4,526,381 

94,438 

255 

27,905,334 

162,522,604 

716,203 

4,526,383 

44,938 

256 

28,382,179 

180,060,563 

774,285 

3,944,800 

0 

3,069 

30,735,526 

176,892,625 

858,040 

5,400,000 

100,000 

0 

28,720,119 

178,895,202 

858,040 

6,150,000 

100,000 

0 

30,823,069 

178,746,385 

683,220 

5,400,000 

100,000 

0 

28,804,917 

180,754,267 

683,220 

6,150,000 

100,000 

0 

2,830,192 

14,370,021 

141,837 

873,617 

55,062 

(256 

Total  Costs 

$195,765,217  $195,715,718  $213,164,896  $213,986,191   $214,723,361   $215,752,674  $216,492,404 

$18,270,473 

Fund  Sources 

State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

60,030,704       59,981,204       67,292,235 
135.734.513      135.734.514      145.872.661 

$195,765,217  $195,715,718  $213,164,896 

55,624,191       56,353,994       55,799,315       56,531,664 
158.362.000      158.369.367      159.953.359      159.960.740 

$213,986,191   $214,723,361  $215,752,674  $216,492,404 

(4,357,013; 
22.627.486 

$18,270,473 

Program  Description 

The  Construction  program  (Engineering  Division)  is  responsible  for  construction  project  planning  and 
development  from  the  time  a  project  is  included  in  the  long-range  work  plan  through  the  actual 
construction  of  the  project.  The  program's  responsibilities  include  such  tasks  as  project  design,  public 
hearings,  right-of-way  acquisitions,  issuing  contract  bids,  awarding  contracts,  and  administering  construction 
contracts.  Contract  administration  is  the  supervision  of  highway  construction  projects  from  the  time  the 
contract  is  awarded  to  a  private  contractor  until  the  project  is  completed  and  the  work  approved  as 
meeting  established   construction   standards. 

LFA  Current  Level 

1995   Biennium    Construction   Plan 

The  Construction  program  fiscal  1994  budget  increases  over  $18.0  million  compared  to  the  fiscal  1992 
current  level  base  due  primarily  to  an  increase  in  the  level  of  planned  construction  projects  that  have  been 
let  to  contract  and  will  be  obligated  for  payment  in  the  1995  biennium.  However,  the  federal  aid 
construction   authorization   for  the    1995   biennium   is   only   a   modest  increase   over   fiscal    1992   levels. 

When  the  Intermodal  Surface  Transportation  Efficiency  Act  (ISTEA)  was  enacted  by  the  U.S.  Congress  in 
1991,  the  federal  aid  program  authorized  for  the  state  of  Montana  provided  for  significant  increases  for 
the  six  year  life  of  the  act,  beginning  in  fiscal  1992.  However,  as  a  result  of  a  limitation  on  spending 
for  fiscal  1993  of  the  authorized  funds  imposed  by  the  provisions  of  the  Gramm-Rudman  Deficit  Reduction 
Act,  the  department  has  projected  its  federal  aid  construction  program  for  budget  purposes  at  only  $170 
million  each  year  (over  $50  million  below  ISTEA  authorized  levels).  This  compares  to  a  $154  million 
federal   aid   program   in   fiscal    1992. 

Current   Level    Analysis 

In  the  LFA  current  level  analysis,  the  highways  construction  plan  is  a  zero-based  budget  item.  Current 
level  for  the  construction  plan  is  considered  to  be  the  amount  required  to  maximize  the  use  of  available 
federal   aid  funds  (using   state   match   funds)   plus  funding  for  approximately   $20   million   per  year  for    100 
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Department  of  Transportation Construction   Program 

percent  state  funded  RTF  projects,  as  authorized  in  current  law.  The  construction  plan  presented  in  LFA 
current  level  meets  these  objectives.  Two  noteworthy  elements  included  in  current  level  are  discussed 
below. 

Use  of  Design  Consultants 

The  construction  plan  anticipates  the  use  of  private  sector  engineering  consultants  for  any  project  design 
and  planning  that  requires  manpower  in  excess  of  the  department's  current  FTE  authorized  for  project 
design  and  planning.  Nearly  $11  million  for  the  biennium  for  this  purpose  is  included  in  the  LFA  current 
level  budget.  Since  the  use  of  engineering  consultants  cost  40  to  50  percent  more  than  in-house  design 
and  planning  work,  the  legislature  may  wish  to  consider  the  long-range  outlook  for  engineering  backlogs 
and  determine  whether  contract  services  or  hiring  permanent  staff  is  the  most  economical  method  of 
completing  the   work. 

Contingency  Budgeting 

Tqo\Lv.FA  currentJevel  budSet  is  based  °n  approximately  $170  million  federal  aid  funds  per  year  for  the 
1993  biennium.  The  1995  biennium  federal  aid  limitation  is  estimated  to  be  $151  million.  The  additional 
$19  million  included  in  the  budget  is  for  contingency  funding,  including  "grab  bag"  funds  often  made 
available  near  the  end  of  each  fiscal  year  and  other  special  projects  funds.  The  department  has 
consistently  received  this  additional  funding  in  the  last  several  years  and  has  either  been  able  to  obligate 
the  available  funds  within  existing  spending  authority  or  has  obtained  additional  authority  through  the 
budget  amendment  or  supplemental  appropriation  process.  Since  the  department  anticipates  these 
contingency  funds  will  be  available  in  the  1995  biennium,  they  are  included  in  the  LFA  current  level 
budget. 

Budget  Details 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  increases,  vacancy  savings  in  fiscal  1992 
upgrades  of  over  $300,000  over  fiscal  1992  appropriated  levels,  and  nearly  $200,000  for  increased  overtime' 
Ihese  increases  are  partially  offset  by  a  reduction  of  23.15  FTE  from  fiscal  1992  levels.  The  decrease 
in    FTE    is    due    to    a    decreased    workload    in    administering    construction    contracts    as    projected    by    the 

Operating  expenses  increase  $14.4  million,  reflecting  the  increase  in  contractor  payments  for  construction 
projects  and  in  other  operating  costs  related  to  the  construction  plan  increase.  Contractor  payments  for 
planned  construction  projects  are  $164.3  million  in  fiscal  1994  and  $166.2  million  in  fiscal  1995  The 
remaining  operating  costs   are   continued   at  fiscal    1992   expenditure   levels   with    only   minor  adjustments. 

The  equipment  budget  allows  for  the  purchase  of  equipment  on  a  priority  basis,  reflecting  the  average 
expenditure  for  equipment  in  this  program  for  the  past  three  years  with  an  adjustment  for  the  increased 
construction  program  since  fiscal  1992.  Equipment  needs  identified  by  the  department  include  Computer- 
Aided  Design  and  Drafting  (CADD)  system  upgrades,  computers,  communications  equipment,  laboratory 
equipment,   and   engineering  equipment. 

Capital  outlay  is  for  the  purchase  of  right-of-way  land  for  projects   scheduled  to  be  let  to  contract. 

Grant  funds  are  for  Local  Technical  Assistance  Program  (LTAP)  grants.  The  federal  grant  funds  will  be 
administered  by  the   LTAP  Center  at  Montana   State   University. 

Debt  service  funds  in   fiscal    1992   were   for  a   leased   telephone   system. 
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Funding 

State  special  revenue  includes  highway  reconstruction  trust  funds  of  $19.6  million  in  fiscal  1994  and  $20.6 
million  in  fiscal  1995  for  RTF  construction  projects,  with  the  balance  from  the  highways  special  revenue 
account.  The  highways  special  revenue  account  funds  100  percent  of  administrative  overhead  costs  for  the 
program  and  provides  an  average  13  percent  match  for  approved  federal  aid  projects,  including 
preconstruction  and  contract  administration  costs.  Federal  aid  funds  are  from  the  ISTEA,  which  provides 
an   average   87   percent  federal   match   for   construction   projects   and  funds  the   LTAP  grants. 
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6401  03  00000 

DEPARTMENT  OF  TRANSPORTATION 

Program  Summary 

Actual  Current  Current 

Expenditures  Level  Level                  LFA              Executive              LEA 

Budget  Item Fiscal  1992  Fiscal  1992  Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscal  1995 


Executive 
Fiscal  1995 


LFA 
Change 
92  --  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

Total  Costs 

Fund  Sources 


State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 


651.88 

21,358,889 

25,708,303 

417,425 

177.227 


651.88 

21,358,888 

25,655,700 

417,424 

177.228 


654.88 

22,836,530 

26,830,776 

187,214 

118.400 


651.88 

23,758,195 

25,435,043 

320,000 

108A34 


614.43 

22,590,878 

25,574,693 

458,588 

108,434 


651.88 

24,087,021 

25,120,323 

320,000 

108.434 


614.43 

22.903,899 

25,285,373 

374,565 

108.434 


47,661,846   47,609,240   49,972,920   49,532,758   48,643,679   49,546,864 
0  0  0      88.914      88.914      88.914 


48,583,357 
88.914 


0.00 

2,399,307 

(220,657 

(97,424 

(68.794 


$47,661,846     $47,609,240     $49,972,920     $49,621,672     $48,732,593     $49,635,778     $48,672,271        $2,012,432 


1,923,518 
88,914 


$47.661.846  $47.609.240  $49.972.920  $49.621.672  $48.732.593  $49.635.778  $48.672.271   $2.012.432 


Program  Description 

The  Maintenance  program  is  responsible  for  preserving  and  maintaining  a  safe  and  environmentally  sound 
state  highway  transportation  system  and  its  related  facilities.  Major  maintenance  activities  include  the 
patching,   repair,   and   periodic   sealing  of  highway   surfaces,   snow   removal,   and   sanding. 

LFA  Current  Level 

The  Maintenance  program  fiscal  1994  budget  increases  over  $2  million  compared  to  the  fiscal  1992  current 
level  base.  Most  of  this  increase  is  due  to  personal  services  increases  resulting  from  the  1993  biennium 
pay  plan  increases  and  high  vacancy  savings  in  fiscal  1992.  The  program  consistently  has  high  vacancy 
savings  as  positions  are  retained  on  a  contingency  basis  in  case  of  workload  increases  based  on  weather 
conditions   and   construction   season   lengths. 

Operating  expenses  are  slightly  below  fiscal  1992  base  levels.  Increases  for  the  county  weed  control 
program,  rest  area  cleaning  contracts,  and  inflationary  adjustments  are  more  than  offset  by  decreases  in 
underground  fuel  tank  program  costs  and  reduced  allocations  by  the  Equipment  Bureau  (proprietary  funds) 
for  equipment  rental. 

Equipment  is  budgeted  for  the  purchase  of  equipment  on  a  priority  basis,  based  on  the  average  expenditure 
for  equipment  in  this  program  for  the  past  three  years.  Equipment  needs  identified  by  the  department 
are  primarily  for  field  communications  and  shop  equipment,  with  minor  amounts  for  computers,  office 
equipment,   and   maintenance   equipment. 

Capital   outlay  is   for  the  purchase   of  maintenance   sites   throughout  the   state. 

Funding 

The  Maintenance  Program  is  funded  by  state  special  revenue  with  the  exception  of  $88,914  federal  aid 
funds   as   match  funds  for  pavement  management   and   other   ISTEA  research   projects. 
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6401  07  00000 

DEPARTMENT  OF  TRANSPORTATION 

Program  Summary 

Actual              Current            Current 
Expenditures          Level                 Level 
Budget  Item                             Fiscal  1992       Fiscal  1992       Fiscal  1993 

State  Motor  Pool 

LFA              Executive 
Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 



LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

5.00 

155,373 

767,329 

2,495 

$925,198 

925.198 
$925,198 

5.00 

155,523 
240,303 
333.776 

$729,602 

729.602 
$729,602 

5.00 

149,900 

241,929 

0 

$391,829 

391.829 
$391,829 

5.00 

162,243 
287,401 
443.300 

$892,944 

892.944 
$892,944 

5.00 

162,244 
287,401 
443.300 

$892,945 

892.945 
$892,945 

5.00 

164,480 
317,428 
284.800 

$766,708 

766.708 
1766,708 

5.00 

164,481 
317,428 
284.800 

$766,709 

766.709 
$766,709 

0.00 

6,720 

47,098 

109.524 

$163,342 
163.342 

Proprietary  Fund 
Total  Funds 

$163,342 

Program   Description 

The  State  Motor  Pool  operates  and  maintains  a  fleet  of  vehicles  available  to  all  state  offices  and  employees 
in   the   Helena  area   to   conduct  official   state  business. 

LFA  Current  Level 

The  State  Motor  Pool  fiscal  1994  budget  increases  primarily  due  to  a  higher  replacement  need  for  fleet 
vehicles  than  in  fiscal  1992.  The  equipment  budget  for  the  1995  biennium  allows  the  purchase  of  35 
vehicles   in   fiscal    1994   and   24   vehicles   in   fiscal    1995. 

Personal   services  increase   due   to   the   1993   biennium   pay  plan   increases. 

The  operating  expense  budget  was  based  on  fiscal  1992  expenditures  except  for  increased  fixed  cost 
allocations  for  building  rent  and   insurance   and  for  inflationary   adjustments. 

The  July  1992  special  session  reduced  the  proprietary  fund  fiscal  1993  appropriation  for  the  State  Motor 
Pool  by  $218,000,  the  amount  originally  appropriated  for  the  purchase  of  18  replacement  vehicles.  The 
action  resulted  from  a  recent  audit  recommendation  by  the  Legislative  Auditor  that  the  motor  pool  fleet 
size  was  larger  than  needed,  and  that  the  department  could  eliminate  up  to  30  vehicles,  reducing  the  total 
fleet   size. 

The  Executive  Budget  includes  a  supplemental  request  for  $593,500  proprietary  fund  to  replace  53  vehicles 
in  the  motor  pool,  citing  increased  demand  by  user  agencies.  This  supplemental  would  reverse  the  July 
1992  special  session  action.  The  agency  states  that  it  is  not  seeking  an  increase  in  the  number  of  fleet 
units   in   the   supplemental,   but  needs  to   take   this   action   to  maintain   a   fleet  size   of  197   units. 

In  addition  to  the  1995  biennium  current  level  budget  and  supplemental  request  for  replacement  vehicles, 
the  Executive  Budget  includes  a  budget  modification  for  $228,000  in  proprietary  revenue  funds  in  fiscal 
1994   to   increase   the  fleet   size   of  the   motor   pool   by   20   units   due   to   increased   agency   demand. 

Including  the  fiscal  1993  supplemental  request  and  the  1995  biennium  current  level  and  modified  requests, 
the  agency  is  requesting  funding  for  the  purchase  of  132  vehicles  as  compared  to  a  current  fleet  size  of 
197   units. 
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Funding 

Funding  is   from   the   motor   pool   proprietary   account,   which   receives   revenues  from    vehicle   rental   charges 
by  user  agencies. 
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DEPARTMENT  OF  TRANSPORTATION 

Equipment  Program 

Program  Summary 

Actual 

Current 

Current 

LFA 

Expenditures 

Level 

Level 

LFA 

Executive 

LFA 

Executive 

Change 

Budget  Item 

Fiscal  1992 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

92  --  94 

FTE 

122.00 

122.00 

121.00 

122.00 

12200 

122.00 

122.00 

0.00 

Personal  Services 

3,886,689 

4,043,691 

4,109,662 

4,390,483 

4,390,450 

4,453,829 

4,453,779 

346,792 

Operating  Expenses 

8,523,149 

4,385,093 

4,625,845 

4,969,167 

5,174,444 

5,105,730 

5,319,555 

584,074 

Equipment 
Total  Costs 

1.297.633 
$13,707,472 

4.907.915 
$13,336,699 

4.905.659 
$13,641,166 

4.899.245 
$14,258,895 

4.899.245 
$14,464,139 

4.899.245 
$14,458,804 

4.899.245 
$14,672,579 

(8.670 

$922,196 

Fund  Sources 

13.707.472 
$13,707,472 

13.336.699 
$13,336,699 

13.641.166 
$13,641,166 

14.258.895 
$14,258,895 

14.464.139 
$14,464,139 

14.458.804 
$14,458,804 

14.672.579 
$14,672,579 

922.196 

Proprietary  Fund 
Total  Funds 

$922,196 

Program   Description 

The  Equipment  program  is  responsible  for  the  purchase,  distribution,  and  maintenance  of  all  highway 
equipment  and  vehicles  necessary  to  meet  the  department's  construction,  maintenance,  and  Gross  Vehicle 
Weight  enforcement  needs.  The  equipment,  which  operates  under  a  proprietary  fund,  is  rented  to  the  other 
programs   within   the   Department  of  Transportation. 

LFA  Current  Level 

The  Equipment  Program  fiscal  1994  budget  increases  over  $920,000  compared  to  the  fiscal  1992  current 
level  base,  principally  in  personal  services  and  operating  expenses.  Personal  services  increase  due  to  the 
1993  biennium   pay  plan   increases   and   vacancy   savings  in   fiscal    1992. 

The  following  operating  expense  adjustments  were  made  to  the  fiscal  1992  current  level  base:  1)  a  fixed 
cost  increase  of  $129,000  for  the  insurance  allocation;  2)  an  additional  $218,000  for  gasoline  due  to  a 
below  average  expenditure  in  fiscal  1992;  3)  increased  maintenance  costs  of  $88,000  for  vehicles,  tires, 
and  cutting  edges  for  snowplow  blades;  and  4)  inflationary  adjustments  of  $149,000.  Higher  operating 
expenses   in   fiscal    1995   are   due   to   inflationary   adjustments. 

The  equipment  budget  allows  for  on-going  replacement  of  the  department's  equipment  fleet  at  the  average 
level   of  expenditure   for   the   past  three  years. 

Funding 

Funding  is  from  the  highway  equipment  proprietary  account,  which  receives  revenues  from  internal  cost 
recovery  charges  to  other  department  programs  for  equipment  rental.  The  primary  users  are  the 
Construction   and   Maintenance   programs. 
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DEPARTMENT  OF  TRANSPORTATION 

Program  Summary 

Actual               Current             Current 
Expenditures           Level                  Level 
Budget  Item                             Fiscal  1992       Fiscal  1992       Fiscal  1993 

Interfund  Transfers  Program 

LFA               Executive               LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Transfers 

23.429.980 

11.417.090 

17.149.771 

14.625.413 

12.702.221 

15.691.130 

17.270.632 

3.208.323 

Total  Costs 

$23,429,980 

$11,417,090 

$17,149,771 

$14,625,413 

$12,702,221 

$15,691,130 

$17,270,632 

$3,208,323 

Fund  Sources 

State  Revenue  Fund 

23.429.980 

11.417.090 

17.149.771 

14.625.413 

12.702,221 

15.691.130 

17,270.632 

3.208.323 

Total  Funds 

$23,429,980 

$11,417,090 

$17,149,771 

$14,625,413 

$12,702,221 

$15,691,130 

$17,270,632 

$3,208,323 

Program  Description 

The  Interfund  Transfers  program  provides  appropriation  authority  for  the  transfer  of  funds  between 
accounting  entities   and   distribution   to  the   sinking  fund  for  the   retirement  of  bonds. 

LFA  Current  Level 

The  current  level  budget  includes  transfer  authority  to  transfer  funds  during  the  1995  biennium  from  the 
highways  state  special  revenue  account  to  the  RTF  account  for  100  percent  state  funded  construction 
projects.  The  transfer  budget  represents  the  amount  required  in  the  RTF  account  to  fund  the  remaining 
cost  of  RTF  projects  after  expenditure  of  coal  severance  tax  revenues  (approximately  $4.9  million  each  year) 
that  are  deposited  directly  to  the  account.  The  increase  in  program  transfer  authority  reflects  an 
anticipated   increase   in   RTF  project  cost  payments   in   the    1995  biennium. 

Debt  service  transfers  from  this  program  on  highway  construction  and  building  bond  issues  will  be  $18.5 
million  each  year  in  the  1995  biennium.  These  payments  are  not  included  in  the  LFA  current  level 
because   they  are   statutorily   appropriated   in   section    17-7-502(4),   MCA. 

Funding 

The  fund   transfers  in   this  program   are   entirely  from   the  highways   special   revenue   account. 
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DEPARTMENT  OF  TRANSPORTATION  Stores  Inventory 

Program  Summary 

Actual  Current  Current                                                                                                                              LFA 

Expenditures  Level  Level                   LFA               Executive               LFA               Executive            Change 

Budget  Item Fiscal  1992  Fiscal  1992  Fiacal  1993  Fiscal  1994       Fiscal  1994       Fiscal  1995       Fiscal  1995           92  --  94 


FTE                                                               0.00  0.00  0.00  0.00  0.00  0.00  0.00  0.00 

Operating  Expenses                14.227.849  14.227.853  14.901.886  14.452.195  14.452.195  14.611.934  14.611.934  224.342 

Total  Costs                         $14,227,849  $14,227,853  $14,901,886  $14,452,195  $14,452,195  $14,611,934  $14,611,934  $224,342 
Fund  Sources 

State  Revenue  Fund                14.227.849  14.227.853  14.901.886  14.452.195  14.452.195  14.611.934  14.611.934  224.342 

Total  Funds $14.227.849  $14.227.853  $14.901.886  $14.452.195  $14.452.195  $14.611.934  $14.611.934  $224.342 


Program   Description 

The  Stores  Inventory  program  purchases  and  distributes  commodities  (such  as  office  and  construction 
supplies)  and  bulk  items  (such  as  sand,  road  oil,  and  gasoline)  used  by  other  transportation  department 
programs.  Stores  operations  are  maintained  in  Helena  and  in  each  of  the  field  districts.  The  Helena 
stores'  facility  services  the  department  headquarters  and  shop  facility  and  also  acts  as  the  central  receiving 
and   distribution   center  for   all   quantity   stores   commodities. 

LFA  Current  Level 

The   Stores   Inventory  fiscal    1994  budget  increases   compared  to   the   fiscal    1992   current  level   base   due  to: 

1)  an  increase  of  $100,000  for  the  conversion  from   plain   salt  to  a  chemical   salt  substitute  for  ice  control; 

2)  inflationary  adjustments  of  $138,000;  and  3)  other  offsetting  current  level  base  reductions  of  $14,000. 
The   increase   in   fiscal    1995   operating  expenses   is  due   to   inflationary   adjustments. 

Funding 

The  program  is  funded  from  the  highways  special  revenue  account  to  purchase  inventory  and  receives 
reimbursement  from  other  department  programs  which  purchase  these  commodities.  The  accounting 
procedure   used  for  the   Stores   Inventory   results  in   a   double   appropriation   for  the   agency. 
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DEPARTMENT  OF  TRANSPORTATION 

1 

Gfross  Vehicle  Weight 

Program  Summary 

Actual 

Current 

Current 

LFA 

Budget  Item 

Expenditures 
Fiscal  1992 

Level 

Fiscal  1992 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Change 
92  --  94 

FTE 

112.03 

112.03 

111.03 

112.03 

112.03 

112.03 

112.03 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

3,046,578 
625,929 
191,369 

3,046,582 
625,932 
191,369 

3,320,546 

669,779 

41,700 

98.500 

3,420,741 

691,823 

33,200 

3,454,897 

691,823 

62,250 

3,440,409 

702,710 

11,700 

3,478,564 

702,710 

40,750 

374,159 

65,891 

(158,169 

Total  Costs 

$3,863,877 

$3,863,883 

$4,130,525 

$4,145,764 

$4,208,970 

$4,154,819 

$4,222,024 

$281,881 

Fund  Sources 

State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

3,715,304 
148.572 

$3,863,877 

3,715,311 
148.572 

$3,863,883 

4,130,525 
$4,130,525 

4,129,764 
16.000 

$4,145,764 

4,192,970 
16.000 

$4,208,970 

4,154,819 
$4,154,819 

4,222,024 
$4,222,024 

414,453 
(132.572 

$281,881 

Program  Description 

The  Gross  Vehicle  Weight  (GVW)  Division  is  responsible  for  enforcement  of  the  statutes  and  regulations 
relating  to  vehicle  weight,  size,  licensing,  fuel,  and  safety  on  the  state's  highways  (Title  61,  MCA).  It 
also  issues  permits  and  operating  authority  for  commercial  vehicles  and  collects  gross  vehicle  weight  fees. 
The  Fiscal  Bureau  registers  interstate  fleet  vehicles,  issues  GVW  fee  licenses,  issues  oversize  and  overweight 
permits,  and  collects  fees  and  taxes.  The  Compliance  Bureau  operates  weigh  stations  across  the  state  and 
assigns  enforcement  officers  to  inspect  vehicles  for  compliance  with  registration,  fuel,  size,  and  weight  laws. 

LFA  Current  Level 

The  GVW  Program  fiscal  1994  budget  increases  over  $280,000  compared  to  the  fiscal  1992  current  level 
base,  principally  in  personal  services.  Personal  services  increase  due  to  the  1993  biennium  pay  plan 
increases  and  vacancy  savings  in  fiscal    1992. 

The  following  operating  expense  adjustments  were  made  to  the  fiscal  1992  current  level  base:  1)  an 
increase  of  $53,000  due  to  automation  of  the  state's  weigh  stations  requiring  long  distance  telephone 
charges  for  on-line  access;  2)  inflationary  adjustments  of  $10,000;  and  3)  other  minor  net  adjustments 
of  $3,000.  Higher  operating  expenses  in  fiscal  1995  are  due  to  inflationary  adjustments  and  higher 
equipment  rental   charges   by  the   Equipment  program. 

Equipment  includes  $6,700  each  year  for  communication  radios,  $3,000  in  fiscal  1994  and  $1,500  in  fiscal 
1995  for  computer  printers,  $20,000  in  fiscal  1992  for  weigh-in-motion  equipment,  and  $3,500  each  year 
for  office  equipment.  High  equipment  costs  in  fiscal  1992  were  due  to  a  budget  modification  to  automate 
weigh   stations. 

Funding 

Funding  for  the  operation  of  this  program  is  from  the  highways  special  revenue  account.  The  GVW 
Division  generates  revenues  of  over  $25  million  per  year  for  this  account  from  gross  vehicle  weight  fees, 
licenses,   and  fines   and   permits. 
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Department  of  Transportation  Gross  Vehicle  Weight 

There  is  a  one-time-only  appropriation   of  $16,000  federal  funds  in   fiscal    1994  as  an   80  percent  match  for 
purchase   of  the   weigh-in-motion   equipment   discussed   above. 
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6401  40  00000 

DEPARTMENT  OF  TRANSPORTATION 

Aeronautics  Program 

Program  Summary 

Actual 

Current 

Current 

LFA 

Budget  Item 

Expenditures 
Fiscal  1992 

Level 

Fiscal  1992 

Level 

Fiscal  1993 

LFA 

Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Change 
92  --  94 

FTE 

10.24 

10.24 

10.99 

10.24 

10.24 

10.24 

10.24 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

348,646 

213,286 

8,006 

202,662 

347,682 

211,603 

8,006 

0 

379,801 

356,149 

18,000 

0 

383,457 

256,693 

8,012 

0 

384,352 

256,693 

8,012 

0 

389,212 

260,560 

8,013 

0 

390,104 

260,561 

8,012 

0 

35,775 

45,090 

6 

0 

Grants 

Transfers 

Total  Costs 

5,000 
7,100 

$784,702 

5,000 
7,101 

$579,392 

10,000 
10.000 

$773,950 

5,000 
17.601 

$670,763 

5,000 
17,601 

$671,658 

5,000 

17,601 

$680,386 

5.000 
17.601 

$681,278 

0 
10.500 

$91,371 

Fund  Sources 

State  Revenue  Fund 
Federal  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

688,942 
26,190 
69.570 

$784,702 

486,283 
26,190 
66.919 

$579,392 

631,924 
73,592 
68.434 

$773,950 

506,345 
91,800 
72.618 

$670,763 

507,240 
91,800 
72.618 

$671,658 

515,184 
91,800 
73.402 

$680,386 

516,076 
91,800 
73.402 

$681,278 

20,062 

65,610 

5.699 

$91,371 

Program  Description 


The  Aeronautics  program  is  responsible  for  providing  protection  and  safety  in  aeronautics,  and  has  a  stated 
goal  to  increase  airline  and  general  aviation  activity  in  Montana.  The  Aeronautics  Board  advises  on 
matters  pertaining  to  aeronautics.  The  division  is  responsible  for  the  operation  of  the  air  carrier  airport 
at  West  Yellowstone  and  provides  technical  assistance  to  communities  for  planning,  construction, 
maintenance,  and  other  airport  development  projects.  It  administers  a  grant  program  which  provides 
engineering  grants  to  airport  owners  planning  construction  and/or  improvement  projects.  The  division  also 
operates  and  maintains  12  state-owned  airports,  maintains  a  statewide  aerial  search  and  rescue  organization, 
and   enforces   state   law   on    aircraft   and   pilot  registration. 

LFA  Current  Level 

The  Aeronautics  Program  fiscal  1994  budget  increases  over  $90,000  compared  to  the  fiscal  1992  current 
level   base,   principally  for  personal   services   and  an   update   to   the   Montana  Aviation   System   Plan. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  increases,  vacancy  savings  in  fiscal  1992, 
and   position   upgrades. 

The  following  operating  expense  adjustments  were  made  to  the  fiscal  1992  current  level  base:  1)  an 
increase  of  $68,000  for  an  update  to  the  Montana  Aviation  System  Plan  to  determine  the  construction  and 
maintenance  needs  at  Montana's  public  use  airports  (90  percent  federal  funding);  2)  elimination  of  fiscal 
1992  one-time  costs  of  $11,000,  including  a  runway  striping  project  at  West  Yellowstone  airport;  3)  a 
$14,000  reduction  of  fixed  cost  allocations  for  insurance  (transferred  to  the  General  Operations  program); 
and   4)   other  minor  increases   of  $2,000. 

The  equipment  budget  is  for  the  purchase  of  non-directional  beacon  transmitters  to  upgrade  the  existing 
navigational   system   at   state   airports. 

Grant  funds  are  for  five  $1,000  preliminary  engineering  grants  to  communities  planning  airport  construction 
or  improvement  projects. 
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Department   of  Transportation  Aeronautics   Program 

Transfer  authority  is  to  transfer  tax  revenues  collected  by  Gallatin  County  from  a  state  special  revenue 
fund   to   the  West  Yellowstone   Airport  proprietary   account. 

Funding 

State  special  revenue  for  this  program  is  funded  by  a  one  cent  tax  on  aviation  fuels.  Federal  funds  are 
for  Federal  Aeronautics  Administration  grants  to  be  used  for  programs  related  to  development  and 
maintenance  of  Montana's   airports.   The   proprietary  fund   supports   the   West  Yellowstone   airport. 
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DEPARTMENT  OF  TRANSPORTATION 

Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                           Fiscal  1992      Fiscal  1992 

Rail  &  Transit  Program 

Current 
Level                  LFA              Executive              LFA 
Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Total  Costs 

Fund  Sources 

22.60 

692,373 

425,952 

595 

914.930 

$2,033,852 

386,544 

162,601 

1.484.706 

$2,033,852 

22.60 

692,377 

200,195 

595 

914.931 

$1,808,098 

310,784 

162,602 

1.334.712 

^1,808,098 

13.00 

382,911 

154,920 

500 

704.684 

$1,243,015 

300,558 

71,250 

871.207 

$1,243,015 

22.60 

793,165 

216,784 

0 

1.007,309 

$2,017,258 

230,878 

255,679 

1.530.701 

$2,017,258 

21.50 

748,799 

220,472 

0 

1.007,309 

$1,976,580 

36,070 

314,611 

1.625.899 

$1,976,580 

22.60 

795,767 

210,142 

0 

991.327 

$1,997,236 

230,811 

255,870 

1.510.555 

$1,997,236 

21.50 

751,337 

214,330 

0 

991.327 

$1,956,994 

36,157 

314,715 

1.606.122 

$1,956,994 

0.00 

100,788 

16,589 

(595 

92.378 

$209,160 

(79,906 

93,077 

195.989 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

$209,160 

Program  Description 


The  Rail  and  Transit  Division  provides:  1)  technical  assistance  to  local  communities  and  transit  authorities 
for  planning,  organizing,  operating,  and  funding  transportation  systems;  2)  administration  of  federal  funds 
for  capital,  planning,  and  operating  transit  subsidies;  3)  a  yearly  update  of  the  State  Rail  Plan,  and 
administration  of  federal  and  other  funds  for  rail  and  related  facility  rehabilitation;  4)  monetary  assistance 
to  communities  through  grants,  loans,  and  rail  bonding  authority;  and  5)  representation  of  shippers  and 
the  state  before  the  Interstate  Commerce  Commission  and  courts  on  rate  issues,  branchline  abandonments, 
and   service. 

LFA  Current  Level 

The  Rail  and  Transit  Program  fiscal  1994  budget  increases  over  $200,000  compared  to  the  fiscal  1992 
current  level  base  due  primarily  to  personal  services  increases  and  increased  grant  funds  from  the  ISTEA 
and  federal   transit  administration. 

Personal  services  increase  due  to  the  1993  biennium  pay  plan  increases,  vacancy  savings  in  fiscal  1992, 
and  position   upgrades. 

The  following  operating  expense  adjustments  were  made  to  the  fiscal  1992  current  level  base:  1)  an 
increase  of  $24,000  to  retain  a  consultant  to  continue  updating  and  developing  transportation  plans  for 
Montana's  cities;  2)  a  $5,000  reduction  in  fixed  cost  allocations  for  rent  and  insurance;  and  3)  other 
minor  adjustments  resulting  in   a   net  $3,000   reduction. 

No   equipment   was   requested   for  the    1995   biennium. 

Grant  fund  increases  include  an  increase  in  funding  in  the  ISTEA  for  transportation  planning.  Grants 
include  pass-through  funds  for:  1)  planning  assistance  to  Municipal  Planning  Organizations  in  Billings, 
Great  Falls,  and  Missoula;  2)  planning  activities  to  assist  rural  transportation  providers  in  Montana;  3) 
operating  funds  for  local  transit  operations;  4)  for  transportation  project  capital  assistance;  and  5)  for 
the  operation   of  general   public   transportation    systems. 
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Department  of  Transportation  Rail   and  Transit  Division 

Funding 

The  Rail  and  Transit  program  receives  general  fund  support  for  the  administrative  costs  of  the  program. 
State  special  revenue  is  from  the  highways  special  revenue  fund  as  a  match  for  ISTEA  funded 
transportation  planning  projects  and  for  match  funds  for  grants  to  local  governments  for  the  operation  of 
general  public  transportation  systems  as  required  by  section  7-14-102,  MCA.  Federal  funds  include  $1.0 
million  each  year  from  the  federal  transit  administration  and  $0.5  million  each  year  from  the  ISTEA  for 
transportation   planning. 

General  fund  decreases  and  state  special  revenue  increases  due  to  the  shift  of  some  FTE  from  general 
fund  administrative  positions  to  partially  federal  funded  positions  in  support  of  ISTEA  transportation 
planning  projects. 
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DEPA! 

Agency  Summary 

Actual 

Current 

Current 

Biennial 

Expenditures 

Level 

Level 

LFA 

Executive 

LFA 

Executive 

Difference 

Budget  Item 

Fiscal  1992 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

Exec.-LFA 

FTE 

771.05 

673.05 

678.21 

683.58 

651.28 

683.58 

651.28 

(32.30 

Personal  Services 

18,277,070 

17,294,258 

16,245,207 

19,251,891 

18,424,968 

19,305,609 

18,480,922 

(1,651,610 

Operating  Expenses 

4,954,400 

4,600,954 

4,521,431 

4,159,865 

4,575,691 

4,005,693 

4,426,702 

836,835 

Equipment 

261,303 

231,094 

167,282 

283,435 

313,639 

241,826 

280,699 

69,077 

Local  Assistance 

67,464,308 

2,004 

15,000 

15,000 

15,000 

15,000 

15,000 

Benefits  and  Claims 

5,036 

Debt  Service 

269.741 

269.741 

268,572 

269,741 

269.800 

269.741 

269.800 

118 

Total  Costs 

$91,231,861 

$22,398,051 

$21,217,492 

$23,979,932 

$23,599,098 

$23,837,869 

$23,473,123 

($745,580 

Fund  Sources 

General  Fund 

40,106,581 

19,658,002 

19,126,317 

21,759,005 

21,036,401 

21,661,049 

20,938,743 

(1,444,910 

State  Revenue  Fund 

48,921,753 

536,512 

540,603 

562,472 

629,320 

557,967 

626,116 

134,997 

Federal  Revenue  Fund 

290,412 

290,412 

318,832 

329,536 

271,817 

331,224 

267,480 

(121,463 

Proprietary  Fund 

1.913.114 

1.913.125 

1.231.740 

1.328.919 

1.661.560 

1.287.629 

1.640.784 

685,796 

Total  Funds 

$91,231,861 

$22,398,051 

$21,217,492 

$23,979,932 

$23,599,098 

$23,837,869 

$23,473,123 

($745,580 

Agency  Description 

The  Department  of  Revenue  (DOR),  authorized  by  section  2-15-1301,  MCA,  collects  revenue  from  and 
enforces  regulations  governing  over  30  state  taxes  and  fees.  The  department  is  also  responsible  for 
regulating  the  sale  and  distribution  of  alcoholic  beverages  in  the  state.  The  department  is  organized  into 
seven   divisions   with   overall   agency  direction   and  management  coordinated  from   the   Director's  Office. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp.            Budget          One  Time       Language     Non-Budget     Statutory 
Transfer     Amendment      Approp.           Approp.      Expenditures      Approp. 

All  Other 
Approp. 

Current  Lvl 
Fiscal  1992 

FTE                           771.05 

98.00 

673.05 

Expenditure  139,953,478 

910,000                                      456,518                                     (867,636)    67,467,341 

71,987,255 

General      State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding         139.953.478 

20,448,615     48,385,244                                                                (867.636) 

71,987,255 

Adjustments   to  Actual  Expenditures 

Adjustments  of  $67,966,223  were  made  to  actual  expenditures  to  determine  a  fiscal  1992  current  level  base. 
Table  A  summarizes  these  adjustments,  which  are  discussed  below.  The  totals  in  Table  A  may  not  match 
the   totals   in   the   above   table   due   to   rounding. 


Department  of  Revenue 


Summary 


A-148 


Department   of  Revenue 


Summary 


Appropriation Transfer 

An  appropriation  transfer 
of  $910,000  general  fund 
to  support         property 

appraisal  costs  was 

removed  (see  discussion  in 
agency  narrative). 

One-Time  Expenditures 

One-time  general  fund 
expenditures  totalling 

$446,518  were  removed. 
General  fund  expenditures 
of  $316,293  to  implement 
House  Bill  340  passed  by 
the  1991  Legislature  to 
generally  revise  taxation 
of  forest  lands  were 
removed.  Start-up  costs 
to  implement  House  Bill 
959,  payment  of  estimated 
taxes  when  filing  an 
extension,  were  removed 
($108,225).  Ongoing  costs 
for  House  Bill  959  were 
added  back  into  current 
level  (see  Income  Tax 
Division  narrative). 

Cyclical  reappraisal  costs 
of  $22,000  general  fund 
were   removed. 


Table  A 

Expenditures  Removed  from  Fiscal  1992  Actual  Expenditures 

Appropriation  Type 

General 
Fund 

State 
Special 

Proprietary 

Total 

Property  Reappraisal  Supplemental 

$910,000 

$910,000 

One-Time  Appropriations 

Cyclical  Reappraisal 

Forest  Productivity  Study  -  HB  340 

Extension  Filing  -  HB  959 

DOT  Reimbursement 

Subtotal  One-Time  Expenditures 

$22,000 
316,293 
108,225 

$10,000 
$10,000 

$446,518 

$456,518 

Nonbudgeted  Expenditures 

($867,636) 

($867,636) 

Statutory  Appropriations 

Local  Assistance  Property  Reduction 

Corporation  Tax  Financial  Institutions 

Local  Assistance  -  Beer 

Local  Assistance  -  Liquor 

Local  Assistance  -  Wine 

Campaign  Fund 

Metal  Mines 

Coal  Proceeds 

LGST  Gas 

LGST  Oil 

Total  Statutory  Appropriation  Expenditures 

$19,092,097 

$5,137,646 

1,111,976 

1,442,415 

136,540 

5,036 

1,565,392 

1,833,440 

6,689,765 

30,453.034 

$48,375,244 

$19,092,097 

$0 

$67,467,341 

Grand  Total 

$20,448,615 

$48,385,244 

($867,636) 

$67,966,223 

One-time  state  special  revenue  expenditures  of  $10,000  for  support  of  the  motor  fuels  tax  computer  system 
were  removed.  The  Data  Processing  Division  provided  temporary  contract  support  for  the  system  when 
the  Motor  Fuels  Tax   Division   was  transferred   to   the   Department  of  Transportation. 

Language  Appropriations  The  Liquor  Division  is  funded  from  a  language  appropriation.  The  FTE 
reduction  (98.0)  associated  with  the  appropriation  is  reflected  in  the  table  on  the  previous  page,  while 
operating  expenditure   reductions  of  about  $49.8   in   proprietary   funds   are   not. 

Non-Budgeted  Expenditures  Non-budgeted  expenditures  represent  accounting  adjustments  required  by  GAAP 
to  properly  record  expenses  such  as  accrued  sick  and  annual  leave,  depreciation,  and  inventory  adjustments 
for  proprietary  fund   operations   (Liquor   Division). 

Statutory  Expenditures  Most  of  the  adjustments  to  current  level  expenditures  were  made  for  statutory 
appropriations.  The  department  must  reimburse  each  county  for  property  tax  revenue  losses  due  to  the 
1989  reductions  in  personal  property  tax  rates  and  other  specified  changes  in  industrial  and  railroad 
property  (section  15-1-111(1),  MCA).  The  reimbursement  is  statutorily  appropriated  from  the  general  fund 
and   totalled   $19.1   million   in   fiscal    1992. 
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Statutory  appropriations  for  local  assistance  are  contained  in  sections  16-1-404,  406,  408,  and  411,  MCA. 
The  department  transfers  specified  amounts  of  liquor,  beer,  and  wine  taxes  to  incorporated  cities,  towns 
and   counties.      These   appropriations  totalled  $2.69   million   of  state   special   revenue  in   fiscal    1992. 

Eighty  percent  of  corporation  tax  proceeds,  interest,  and  penalties  from  financial  institutions  is  statutorily 
appropriated  to  counties  in  which  the  financial  institution  is  located  (section  15-31-702(l)(b),MCA).  Fiscal 
1992  tax  proceeds  of  $5.1  million  were  allocated  among  various  taxing  jurisdictions  in  counties  receiving 
payments. 

Revenue  from  the  income  tax  check-off  to  fund  public  campaigns  is  statutorily  appropriated  for  distribution 
to  qualified  gubernatorial  and  Supreme  Court  candidates  (section  13-37-304(2),  MCA).  Such  funds  totalled 
$5,036  in  fiscal   1992. 

Section  15-36- 112(3)(a),  MCA,  statutorily  appropriates  local  government  severance  taxes  on  gas  and  oil  to 
counties  for  distribution.      Such   proceeds  totalled  about  $37.1   million   state   special   revenue   in   fiscal    1992. 

Section  15-23-706(1),  MCA,  statutorily  appropriates  coal  gross  proceeds  taxes  for  redistribution  to  counties 
to  allocate  over  or  under  collection  by  counties  of  the  coal  gross  proceeds  tax.  Expenditures  totalled  $1.8 
million   in   fiscal    1992. 

Metal  mines  tax  proceeds  are  statutorily  appropriated  to  counties  in  which  the  mine  is  located  for 
distribution   by   section    15-37-117,   MCA.      Metal   mines   tax   proceeds   totalled   $1.6   million   in   fiscal    1992. 

The   difference   in   the   current  level   total   shown   in   this   table   and   the   table   above   is   due   to   rounding. 

Executive  Budget  Comparison 

The  Executive  Budget  is  $745,580  lower  than  the  LFA  current  level  due  to  personal  services  reductions 
of  about  $1.65  million  relating  to  section  13  of  House  Bill  2.  Executive  Budget  operating  and  equipment 
costs  are   about  $906,000  higher  than   the   LFA  current  level,   offsetting  some   of  the   difference. 

The  Executive  Budget  is  32.3  FTE  and  $1.65  million  lower  in  personal  services  costs  than  the  LFA  current 
level.  The  executive  removed  34.4  FTE  in  accordance  with  the  5  percent  reduction  provision  of  House  Bill 
2.  The  Executive  Budget  includes  budget  modifications  to  restore  30.11  of  these  FTE  and  $1.5  million 
in  personal  services  costs.  The  remainder  of  the  difference  in  FTE  is  due  to  the  executive  including  1.5 
FTE  more  in  the  Liquor  Licensing  program  than  the  LFA  current  level  and  0.6  FTE  more  in  the  Property 
Valuation   Division   (PVD)   than   in   the   LFA  current  level. 

Operating  Costs 

The  Executive  Budget  is  $836,835  higher  over  the  biennium  than  the  LFA  current  level  operating  budget. 
Most  of  the  difference  is  in  the  Liquor  Licensing  program.  This  program  was  funded  in  a  regular 
appropriation  in  House  Bill  2  by  the  1991  Legislature.  Previously,  the  Liquor  Licensing  program,  like  the 
remainder  of  the  Liquor  Division  programs,  had  been  funded  in  a  language  appropriation.  The  1991 
Legislature  appropriated  about  $267,000,  including  9.0  FTE,  annually  for  Liquor  Licensing  program.  The 
LFA  continues  actual  expenditures,  including  9.0  FTE  for  the  program.  The  executive  adds  another  1.5 
FTE  and  related  operating  costs  in  the  current  level  program,  for  a  difference  of  about  $557,000.  In 
addition,  there  was  an  error  in  developing  the  current  level  base  for  this  program.  Some  expenditures 
for  the  language  appropriation  were  rolled  into  the  current  level  base.  The  LFA  current  level  removed 
those  expenditures  (about  $258,000  annually),  but  the  error  was  discovered  too  late  in  the  process  to 
correct  the   Executive   Budget. 
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The  executive  includes  about  $31,400  more  for  county  office  rent  and  about  $34,000  more  for  support  of 
county  computer  systems  in  the  PVD  than  the  LFA  current  level,  which  is  based  on  fiscal  1992 
expenditures.  In  the  Income  Tax  Division,  the  executive  includes  about  $60,000  more  over  the  biennium 
for  computer  processing  and  printing  expenses  than  the  LFA  current  level.  The  executive  includes  about 
$12,000  more  in  the  Corporation  Tax  Division  for  reimbursement  of  out-of-state  lodging  per  diem  costs. 
The  LFA  continues  travel  at  fiscal  1992  expenditures,  adjusted  for  inflation.  The  Executive  Budget  includes 
about  $32,000  more  than  the  LFA  current  level  in  the  Centralized  Services  Division  (CSD)  for:  1)  repair 
and  maintenance  of  office  equipment  and  replacement  of  computer  terminals  (about  $17,400);  2)  travel  costs 
(about  $7,500);   and  3)  rent  and  training  costs   (about   $5,100). 

Equipment 

The  Executive  Budget  includes  $69,077  more  in  equipment  over  the  biennium  than  the  LFA  current  level. 
The  major  differences  are  in:  1)  PVD  where  the  executive  funds  more  replacement  vehicles  than  the  LFA; 
2)  Data  Processing  Division  where  the  executive  funds  replacement  office  equipment  not  included  by  the 
LFA;  and  3)  the  Income  Tax  Division  where  the  executive  funds  more  replacement  office  equipment  than 
the  LFA.  Some  of  the  difference  are  offset  by  the  LFA  budgeting  for  replacement  terminals  in  CSD 
(about  $8,000),  while  the  executive  includes  the  costs  in  repair  and  maintenance  category  in  the  operating 
budget  (see   previous  paragraph).      The   LFA  current  level   is  based   on   equipment   replacement   schedules. 

Funding 

The  executive  current  level  is  $1.44  million  lower  in  general  fund  than  the  LFA  current  level  due  to  the 
personal   services  cost  reductions   related   to   section    13   of  House   Bill   2. 

The  Executive  Budget  includes  about  $135,000  more  in  state  special  revenue  than  the  LFA  current  level. 
The  executive  shifts  $180,000  of  general  fund  expenditures  to  cigarette  tax  revenue  in  the  Income  Tax 
program  (see  Issues  section),  while  the  LFA  current  level  allocates  general  fund  as  appropriated  by  the 
1991  Legislature.  If  this  funding  shift  were  not  included,  the  Executive  Budget  would  be  about  $45,000 
lower  in  state  special  revenue  funds  than  the  LFA  current  level.  The  LFA  current  level  allocates  1995 
biennium  program  costs  in  the  same  proportion  as  actual  fiscal  1992  funding  (after  offsetting  cost  increases 
that   should  be  born   solely  by   the   general   fund). 

The  Executive  Budget  includes  about  $121,500  less  in  federal  funds  than  the  LFA  current  level.  The 
majority  of  the  difference  is  in  the  Director's  Office.  The  LFA  current  level  allocated  program  costs  among 
funding  sources  in  the  same  proportion  as  actual  1992  funding.  The  Director's  Office  expended  about 
$150,600  in  federal  funds  in  fiscal  1992.  The  Executive  Budget  includes  an  average  of  $117,496  federal 
funds   annually,   compared   to   the   LFA  current  level   which   includes   an   average   of  $174,871   annually. 

The  Executive  Budget  includes  about  $686,000  more  in  proprietary  funds  than  the  LFA  current  level.  This 
difference  is  largely  due  to  the  differences  between  budgets  for  the  Liquor  Licensing  program  (see  Operating 
Costs).  However,  the  executive  current  level  includes  about  $130,000  less  proprietary  funding  in  the 
Director's  Office  and  Data  Processing  Division  than  the  LFA  current  level.  This  difference  is  due  to  LFA 
allocation  of  1995  biennium  program  costs  to  funding  sources  in  the  same  proportion  as  actual  expenditures 
were  funded  in  fiscal  1992.  However,  in  this  instance,  reallocating  costs  to  liquor  proprietary  funds  does 
not  benefit  the  general  fund.  Liquor  funds,  in  excess  of  appropriations  to  support  operating  costs,  will 
be  deposited  to  the  general  fund  as  revenue.  Therefore,  there  is  little  difference  between  budgeting  general 
fund  or  liquor  proprietary  funds  for  operating.  The  department  does  receive  some  benefits  from  the 
allocation  of  liquor  funds  in  that  programs  and  functions  supported  by  those  funds  are  excluded  from 
general   fund  budget  reductions. 


Department  of  Revenue  Summary 

A-151 


Department  of  Revenue  Summary 

Supplemental  Appropriation 

The  Executive  Budget  includes  $910,000  general  fund  for  a  supplemental  appropriation  in  PVD.  These 
funds  replace  an  appropriation  transfer  of  general  fund  authority  from  fiscal  1993  to  fiscal  1992.  When 
the  department  originally  submitted  the  request  for  an  appropriation  transfer,  it  anticipated  that  it  would 
not  be  able  to  absorb  the  fiscal  1992  transfer  in  fiscal  1993  and  would  request  another  $525,000  ($1,435 
million  total)  supplemental  appropriation  from  the  1993  Legislature.  However,  the  Executive  Budget 
includes   an   amount  only  for  the   appropriation   transfer. 

DOR  stated  that  the  appropriation  transfer  was  necessary  because:  1)  PVD  did  not  realize  anticipated 
vacancy  savings;  2)  PVD  hired  additional,  temporary  staff  to  complete  the  reappraisal  cycle  by  December 
31,  1992;  and  3)  implementation  of  CAMAS  was  delayed.  The  computer-assisted  mass  appraisal  system 
(CAMAS)  is  being  used  for  the  first  time   to   reappraise   property   in   Montana. 

DOR  is  required  to  reappraise  all  property  in  Montana  every  three  years  (section  15-7-111(1),  MCA)1. 
The  1989  Legislature  extended  the  current  cycle  to  seven  years  to  allow  implementation  of  CAMAS.  The 
current   cycle  is   statutorily  required   to  be   completed   December   31,    1992. 

DOR  has  requested  two  other  additional  general  fund  appropriations  related  to  CAMAS.  PVD  received  a 
supplemental  appropriation  of  $220,984  in  fiscal  1990  and  a  budget  modification  of  $609,562  for  the  1993 
biennium   for  unanticipated   CAMAS   costs. 

PVD  began  hiring  temporary  help  in  January  1991,  in  time  to  alert  the  1991  Legislature  that  additional 
general  fund  was  needed  to  complete  the  reappraisal  cycle.  Neither  the  department  or  the  OBPP  informed 
the  1991  regular  or  January  1992  special  session  of  the  need  for  a  supplemental  appropriation  in  PVD. 
The   appropriation   transfer   was   approved  June   6,    1992. 

PVD  would  have  needed  to  leave  about  13  FTE  vacant  in  fiscal  1992  to  generate  vacancy  savings  applied 
by  the  1991  Legislature  ($315,535).  However,  PVD  staff  estimate  that  between  30  to  35  additional 
temporary  FTE  above  the  level  authorized  in  House  Bill  2  were  hired  in  fiscal  1992.  Most  of  the 
temporary  FTE  are  clerical  staff  to  input  data  in  CAMAS,  although  a  few  of  the  FTE  are  appraisers 
assigned  basic   appraisal   duties   such   as  verification   of  property   characteristics. 

DOR,  in  testimony  before  the  1989  Legislature,  stated  that  CAMAS  would  yield  efficiencies  sufficient  to 
forego  hiring  temporary  FTE  needed  and  (previously)  approved  during  the  final  year  of  a  manual  appraisal 
cycle.  The  LFA  1987  Biennium  Appropriations  Report  states  that  the  1985  Legislature  authorized  24.0 
temporary  FTE--20  clerical  and  4  data  entry  positions-in  fiscal  1986  to  assist  in  completing  the  previous 
reappraisal   cycle. 

During  the  1993  biennium,  PVD  implemented  a  new  computer  system  Business  Equipment  Evaluation 
System  (BEVS)  not  presented  to  or  approved  by  the  legislature  and  purchased  equipment  for  this  system, 
despite   the   need  to   conserve   funds   to   reduce   the   size  of  the   supplemental   appropriation. 


'At  the  request  of  DOR,  the  length  of  the  reappraisal  cycle  was  shortened  by  the 
1991  legislature  from  5  to  3  years  as  DOR  believes  that  CAMAS  will  facilitate  more 
frequent   cycles. 
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Executive  Budget  Modifications 
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P 

Fiscal  1994 

Fiscal  1995 

General 

Total 

General 

Total 

Budget  Modification 

G 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

1  Restore  5%  Reduction  Pgm  2 

02 

1.00 

$18,220 

$18,220 

1.00 

$18,244 

$18,244 

2  Restore  5%  Reduction  Pgm  3 

03 

3.60 

45,825 

68,738 

3.60 

45,832 

68,832 

3  Restore  5%  Reduction  Pgm  6 

06 

3.46 

100,469 

100,469 

3.46 

100,828 

100,828 

4  Cigarette  Tax-Funding/Stamps 

06 

15,000 

30,000 

5  Royalty  Audit  FTE 

07 

1.00 

37,670 

1.00 

37,714 

6  Restore  5%  Reduction  Pgm  7 

07 

2.30 

59,488 

59,488 

2.30 

59,570 

59,570 

7  Business  Equip  Valuation  System          08 

45,000 

45,000 

90,000 

90,000 

8  State  Assumption  of  County  Asse 

ssors  08 

28.80 

1,452,000 

1,452,000 

28.80 

1,400,000 

1,400,000 

9  Restore  5%  Reduction  Pgm  8 
Totals 

08 

19.75 
59.91 

511,969 
$2,232,971 

511,969 
$2,308,554 

19.75 
59.91 

513,892 
$2,228,366 

513,892 

$2,319,080 

Executive  Budget  Modifications 

1)  Restore  5%  FTE  Reduction  Pgm  2  -  This  budget  modification  restores  $36,464  general  fund  over  the 
biennium  and  1.0  FTE  of  the  1.59  FTE  removed  from  the  program  current  level  budget  request  in 
accordance  with  section  13  of  House  Bill  2.  This  position,  or  funds  associated  with  this  position,  are  used 
to   process  tax   receipts  during  peak   workloads   or   to   contract  for   such   help. 

2)  Restore  5%  FTE  Reduction  Pgm  3  -  This  budget  modification  restores  $91,657  general  fund  and  $45,913 
proprietary  funds  over  the  biennium  and  3.6  FTE  removed  from  the  program  current  level  budget  request 
in  accordance  with  section  13  of  House  Bill  2.  The  positions  are  responsible  for  entering  tax  return  data 
into  the   department  computer   systems. 

3)  Restore  5%  FTE  Reduction  Pgm  6  -  This  budget  modification  restores  $201,297  general  fund  over  the 
biennium,  and  3.46  FTE  of  the  5.16  FTE  removed  from  the  program  current  level  budget  request  in 
accordance   with   section    13   of  House   Bill   2.      The  budget  modification   would  restore  field   auditors. 

4)  Cigarette  Tax  Funding/Stamps  -  This  budget  modification  would  add  $45,000  in  state  special  revenue 
funds  over  the  biennium  to  design  and  print  thermally-applied  cigarette  stamps.  Currently,  cigarette 
packages  are  stamped  with  ink  impressions  by  machines.  Pitney  Bowes  has  announced  that  it  will 
withdraw  its  support  for  the  machines  within  the  next  five  years.  The  modification  will  allow  the  division 
to  begin  conversion  from  inked  to  thermally  applied  stamps.  The  budget  modification  anticipates  that  the 
state  will  provide  the  stamps  free  of  charge.  The  legislature  may  want  to  ask  the  department  to  address 
the   option   of  charging   wholesalers   for   the   stamps  to   cover  design   and   printing  costs. 

5)  Royalty  Audit  FTE  -  This  budget  modification  adds  1.0  FTE  and  $75,384  federal  funds  over  the 
biennium  to  expand  the  federal  royalty  audit  function  in  the  Corporation  Tax  Division.  The  FTE  and 
authority  were  originally  added  by  budget  amendment  in  fiscal  1993.  This  FTE  would  concentrate  on  solid 
mineral   audits,   with   an   emphasis   on   coal   royalty   audits. 
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6)  Restore  5%  FTE  Reduction  Pgm  7  -  This  budget  modification  restores  $119,058  general  fund  over  the 
biennium  and  2.3  FTE  removed  from  the  program  current  level  budget  request  in  accordance  with  section 
13   of  House   Bill   2.      The   positions   restored   are   two   0.65   auditor   FTE   and    1.0   clerical   FTE. 

7)  Business  Equipment  Evaluation  System  -  During  the  1993  biennium,  DOR  data  processing  staff  developed 
a  mainframe  computer  system  to  track  and  value  personal  property.  This  budget  modification  would  add 
$135,000  general  fund  over  the  biennium  to  fund  mainframe  computer  processing  charges  to  operate  the 
system.      This  budget  modification   is   discussed   more  fully  in   the   Issues   section. 

8)  Assumption  of  County  Assessors  -  This  Executive  Budget  includes  $2.85  million  general  fund  over  the 
biennium  and  28.8  FTE  for  state  assumption  of  elected  and  deputy  county  assessor  positions.  The  state 
currently  pays  between  53  to  68  percent  of  the  salary  of  these  positions,  with  counties  supporting  the 
balance  of  the  cost.  Under  this  proposal,  the  assessors  would  become  state  employees.  The  state  would 
pay  full  salary  cost  and  assume  operating  costs  presently  paid  by  counties.  This  budget  modification  is 
discussed  more  fully  in   the   Issues   section. 

9)  Restore  5%  FTE  Reduction  Pgm  8  -  This  budget  modification  restores  $1,025,861  general  fund  over  the 
biennium  and  19.75  FTE  removed  from  the  program  current  level  budget  request  in  accordance  with  section 
13   of  House   Bill   2. 

Issues 

State  Assumption  of  County  Assessors 

The  Executive  Budget  includes  a  budget  modification  for  28.8  FTE  and  $2,852,000  general  fund  over  the 
biennium  to:  1)  fund  state  assumption  of  some  county  duties  related  to  assessment  of  taxes;  and  2) 
assume  elected  and  deputy  county  assessors  as  state  employees  (see  Table  B).  Currently,  the  state  values 
(appraises)  property.  Counties  assess  taxes  based  on  the  state  valuation,  prepare  and  mail  tax  notices, 
and  collect  the  revenue.  Under  the  department  proposal,  the  state  would  extend  its  authority  to  include 
the   assessment  of  taxes  and  preparation   of  tax   notices  for  all   counties. 


Table  B 

Expansion  of  State  Appraisal  and  Valuation  Duties  and 

Assumption  of  Elected  and  Deputy  County  Assessors 


Current  Level                           Executive  Proposal                 Biennial 
Activity FY94 FY95 FY94 FY95 Change 


Personal  Services  $1,720,232  $1,722,584  $1,081,500  $1,081,500  $2,163,000 

Rent  Expense  $21,348  $21,348  $350,000  $373,700  $723,700 

Mainframe  Computer  Costs  31,812  31,812  50,000  50,000  100,000 

Less  County  Computer  and  Map  Support  1 20,489  120.489  (68.000)  (125.000)  (193.000: 


Subtotal  Operating  Costs  $173,649  $173,649  $332,000  $298,700  $630,700 

Equipment  $_0  $0  $38.500  $19.800  $58.300 

Total $1,893,881  $1,896,233  $1,452,000  $1,400,000  $2,852,000 


While    the    28.8    FTE    increase    is    not    reflected    in    the    tables    accompanying    the    Executive    Budget,    the 
narrative    states   that   the    executive    will   increase    department   FTE   by    28.8   if  the   budget   modification    is 
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approved.  Each  elected  and  deputy  assessor  position  is  currently  reflected  as  0.7  FTE  in  the  state  payroll 
system.  The  LFA  current  level  FTE  for  the  Elected  and  Deputy  Assessor  program  is  67.2  FTE.  Making 
each   position   a  full   FTE   adds   28.8   FTE   on   the   state   payroll   system. 

Reimbursement  of  County  Assessors'  Salaries  -  Currently,  the  state  pays  a  portion  of  the  salaries  of  elected 
and  deputy  county  assessors,  a  portion  of  benefits  such  as  unemployment  insurance  and  workers' 
compensation,  and  the  full  share  of  state  health  insurance  benefits  for  each  assessor.  Prior  to  fiscal  1987, 
the  state  paid  the  full  cost  of  such  salaries.  During  the  June  1986  special  session,  the  legislature  reduced 
the   state   share   to   70  percent. 

During  the  1993  biennium,  the  state  reimbursed  counties  between  52  and  71  percent  of  fiscal  1993  county 
assessors'  salaries,  with  an  average  reimbursement  of  63-64  percent  of  assessors'  and  deputies'  salaries, 
respectively.  (Assessors'  salaries  vary  among  counties.)  This  reduction  and  disparity  arose  because  of  the 
following  circumstances.  The  1991  Legislature  directed  the  department  to  increase  county  assessor  salaries 
by  no  more  than  the  allocation  in  the  state  pay  plan  bill.  The  1991  Legislature  also  passed  House  Bill 
497,  allowing  counties  to  increase  salaries  of  elected  officials.  The  1991  Legislature  did  not  apply  vacancy 
savings  to  the  program,  but  the  department  spread  savings  from  the  exemption  among  all  programs, 
resulting  in  a  lower  pay  plan  allocation  for  the  Elected  and  Deputy  Assessors  program.  The  January  1992 
special  session  exempted  the  entire  Property  Valuation  Division  (PVD)  from  reductions  in  order  to  help  the 
division  complete  the  current  reappraisal  cycle  by  December  31,  1992.  However,  the  July  1992  special 
session  imposed  an  additional  general  fund  budget  reduction  on  the  department.  During  the  session,  the 
department  stated  that  it  would  apply  the  general  budget  reduction  to  the  PVD,  including  the  Elected  and 
Deputy  Assessors  program.  The  department  testified  that  vacancy  savings  and  any  shortfall  in  pay  plan 
allocation  would  be  passed  on  to  the  Elected  and  Deputy  Assessors  program,  resulting  in  lower 
reimbursement  rates.  Department  allocation  of  these  budget  reductions  resulted  in  the  current 
reimbursement  rates  for   county   assessors'   and   deputies'   salaries. 

Cost  of  the  Budget 
Modification  -  Most  of  cost 
for  the  budget  modification  is 
in  personal  services,  as  Table 
B       shows.  The       largest 

component  of  this  cost 
increase  is  for  fully  funding 
salaries  of  elected  and  deputy 
salaries.  As  Table  C  shows 
this  adjustment  will  increase 
state  costs  by  $838,093  per 
year. 


Table  C 
Personal  Services  Costs  for  State  Assumption  of  County 

Assessors 


Item 


Executive  Proposal 
FY94  FY95 


Current  Level  Salaries 
Increase  State  Share  to  100%  of  Salaries 
Increase  Salaries  to  Gr  13  Minimum 
Increase  for  Market/Longevity 

Subtotal 

Increase  Above  Current  Level  Salaries 


$1,720,232 

838,093 

79,389 

164.018 


$1,722,584 

838,093 

79,389 

164.018 


$2,801,732  $2,804,084 

$1,081,500  $1,081,500 


In  addition,  under  the 
executive  proposal  all  elected 
assessors  would  receive  a  pay 
raise,  while  deputies'  salaries  would  remain  at  current  level.  As  part  of  the  negotiations  regarding  this 
proposal,  the  department  agreed  to  pay  each  elected  assessor  at  grade  13  on  the  state  pay  matrix,  which 
is  the  grade  for  entry-level  county  appraisal  supervisors.  The  grade  13  entry  level  salary  in  fiscal  1993 
is   $22,325.      This   adjustment  added   $79,389   per  year. 

The  department  proposal  also  includes  a  market  adjustment  and  longevity  adjustment  for  elected  assessors' 
salaries.  For  each  year  of  service,  the  department  increased  an  elected  assessor's  salary  by:  1)  $235  for 
the  market  adjustment;  and  2)   1.8  percent  for  longevity.     However,  if  an  elected  assessor  is  currently  paid 
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Table  D 

Average  Salaries  of  Elected  and  Deputy  Assessors 
FY93  Actual  Compared  to  Proposed  Level 

Position 

FY93 

Executive 
Proposal 

Increase 

Elected  Assessor 

Average  Salary  (Excluding  Benefits) 

$22,159 

$26,559 

$4,400 

State  Share  (Including  Benefits) 

18,373 

32,889 

14,516 

Leave  Liability 

3,150 

3,150 

Deputy  Assessor 

Average  Total  Salary  (Excluding  Benefits) 

$19,505 

$19,505 

$0 

State  Share  (Including  Benefits) 

16,744 

24,760 

8,016 

more  than  the  grade  13  market  salary  ($27,027),  or  when  the  market  adjustment  increased  the  salary  to 
$27,027,  the  salary  was  increased  for  longevity  only  (1.8  percent  for  each  year  of  service).  This  adjustment 
costs  $164,018   per  year. 

Table  D  shows  the  total  increase 
in  state  county  assessors'  salaries 
under  the  department  proposal. 
The  average  salary  increase  for 
elected  assessors  is  $4,400. 
Benefits  increase  an  additional 
$1,963  per  position  because  the 
state  must  also  pay  the  portion 
of  salaries  and  benefits  currently 
reimbursed  by  counties.  The 
total  increase  per  position  is 
$14,516  because  it  includes  the 
county  share  of  current  salaries 
and  benefits.  The  state  cost  to 
assume  the  county  share  of 
deputy  assessors'  salaries  and 
benefits  would  average  $8,016 
per  elected  assessor  position 
under     the     proposal.  Deputy 

assessors  would  not  receive  pay 
raises  under  the  department 
proposal. 

In  addition  to  salary  increases,  the  department  proposal  also  gives  each  elected  assessor  credit  for  annual 
and  sick  leave  if  they  become  state  employees.  Elected  officials  do  not  receive  annual  or  sick  leave 
benefits.  (The  department  already  funds  annual  and  sick  leave  for  deputy  assessors.)  In  its  calculations, 
the  department  allocated  8  hours  of  sick  leave  and  8  hours  of  annual  leave  for  each  year  of  an  elected 
assessor's  service,  with  a  maximum  grant  of  160  hours  per  position  for  either  type  of  leave.  The  monetary 
value  of  the  sick  and  annual  leave  totals  $151,166  general  fund,  or  an  average  of  $1,575  for  each  position. 

Department  staff  said  leave  credits  are  included  because  elected  assessors  expressed  concern  that  as  starting 
state  employees  they  would  have  no  leave  balances.  Department  staff  state  that  legislation  to  implement 
this  proposal  will  not  allow  elected  assessors  to  receive  a  payout  for  this  leave  when  they  terminate  state 
employment.      If  elected   assessors  do   not  use   the   leave,   the  funds   will   "revert"   to   the   state. 

Operating  costs  -  Rent  for  county  offices  will  increase  by  $723,700  for  the  biennium  under  the  executive 
proposal.  The  department  already  funds  most  other  operating  expenses  of  assessors'  offices,  such  as 
communications,  travel,  and  supplies  costs.  An  exception  is  telephone  equipment  rental,  which  is  paid  by 
counties  and  not  included  in  the  cost  of  the  budget  modification.  The  estimated  cost  of  the  budget 
modification  may  not  represent  the  annual  ongoing  cost  of  state  assumption  of  county  assessors.  The 
legislature  may  request  that  the  department  verify  that  the  fiscal  1995  estimate,  less  equipment,  represents 
the   ongoing  cost  of  state   assumption   of  county   assessors. 

Some  operating  costs  decrease  due  to  discontinuation  of  contracts  and  payments  to  counties  for  support  of 
county  computer  systems.  County  systems  are  updated  after  legislative  sessions  to  reflect  statutory  changes. 
State   contracts   are   phased   out  over  the  biennium,   resulting  in   larger   cost  reductions   in   fiscal    1995. 
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Equipment  -  The  executive  proposal  includes  funds  for  35  personal  computers.  These  computers  and 
$50,000  requested  for  annual  mainframe  operating  costs  will  be  used  to  support  the  new  duties  that  will 
be  assumed  by  the  state.  The  additional  computers  would  be  used  to  link  business  and  personal  property 
records  to  the  records  of  parcels  of  real  property,  calculate  tax  bills,  and  prepare  tax  notices.  These 
computers  would  be  connected  to  the  statewide  data  network  to  access  applications  on  the  state  mainframe 
computer.  The  cost  of  network  fees  to  connect  the  additional  personal  computers  to  the  state  data  network 
are  not  included  in  the  budget  modification.  If  all  35  personal  computers  are  connected  to  a  network, 
it  will   cost  an   additional   $16,800   general   fund  annually. 

Implementation  of  the  Proposal  -  County  governments  may  take  several  forms,  as  prescribed  by  statute  and 
by  the  Montana  constitution.  Article  XI,  section  3(2)  of  the  constitution  allows  a  form  of  county 
government  consisting  of  three  elected  commissioners  and  several  elected  county  officials,  among  them  an 
elected  assessor  position.      All  but  two   of  Montana's   56   counties  have   this  form   of  government. 

The  constitution  allows  the  county  commissioners  to  consolidate  elected  offices.  However,  the  constitution 
does  not   state   that  a   county   may   eliminate   the  duties   of  an    elected   office. 

In  recent  years,  the  department  has  assumed  elected  and  deputy  assessor  positions  when  seven  counties 
chose  to  combine  assessor  and  appraisal  offices.  County  officials  in  these  offices  are  currently  being 
counted  as  state  employees.  Although  state  assumption  of  these  positions  has  occurred,  it  is  unclear 
whether  counties   can   "give   up"   an   elected   position   under  Montana's   constitution. 

Department  staff  say  that  the  constitution  gives  the  state  the  authority  to  value  and  appraise  all  property 
in  the  state  and  that  all  taxing  jurisdictions  are  required  to  use  the  valuation  of  property  established  by 
the  state  (Article  VIII  sections  3  and  4,  Montana  Constitution).  County  assessors,  as  agents  of  the 
department,  perform  duties  such  as  assignment  of  assessments  to  the  correct  owner  or  purchaser  of 
property,   and  mailimg  the   notice   of  classification   and   appraisal   (section    15-7-102,   MCA). 

Department  staff  indicate  that  legislation  to  implement  this  budget  modification  will  clearly  assign 
assessment  and  valuation  duties  solely  to  the  state,  but  will  not  propose  an  amendment  to  the  constitution. 
So,  counties  may  still  have  an  elected  assessor,  but  the  duties  of  the  office  will  be  altered.  Legislators 
may  want  to  ensure  that  the  department  proposal  prevents  a  situation  where  a  person  may  continue  as 
an   elected   assessor  and   become   a   state   employee,   receiving  two   salaries   for   the   same  job. 

Department  staff  state  that  current  elected  and  deputy  assessors  will  be  transferred  into  state  positions 
without  a  competitive  hiring  process.  Elected  assessors  may  be  able  to  use  sick  and  annual  leave 
immediately  upon  becoming  state  employees.  Other  employees  new  to  state  government  cannot  use  sick 
leave  until  they  have  been  employed  3  months  and  annual  leave  may  not  be  used  until  they  have  been 
employed  6  months.  Legislative  Council  staff  stated  that  the  policies  of  transferring  elected  and  appointed 
officials  into  state  positions  and  granting  sick  and  annual  leave  to  be  used  immediately  by  new  state 
employees  may  violate   equal   protection   under   the  law. 

Legislators  may  wish  to  closely  examine  the  legislation  that  implements  this  proposal  to  determine  whether: 
1)  the  proposed  salary  levels  for  elected  assessors  are  equitable  within  the  state  classification  system;  2) 
counties  can  continue  to  elect  assessors  and  appoint  deputies  who  may  also  be  state  employees;  and  3) 
equal  protection  issues  arise  if  assessors  will  be  allowed  to  immediately  use  sick  and  annual  leave  and 
are   not  selected   through   a   competition   hiring  process. 

Business  Equipment  Valuation  System  (BEVS)  The  department  developed  a  mainframe  computer  application 
to   record   and    appraise   personal    property   during   the    1993   biennium.      The    Executive    Budget   includes   a 
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budget  modification  to  add  $45,000  general  fund  in  fiscal  1994  and  $90,000  in  fiscal  1995  to  pay 
mainframe   computer   charges  for  data   processing  for  this  new   system. 

The  department  had  requested  that  development  of  such  a  system  be  included  in  the  1993  biennium 
Executive  Budget.  However,  the  request  was  not  included  in  the  Executive  Budget  or  presented  to  the 
legislature.  Since  some  counties  were  beginning  to  develop  their  own  computer  systems  for  personal 
property  appraisal,  the  department  developed  an  application,  with  in-house  staff,  in  order  to  ensure  that 
a  single,  compatible  system  would  be  installed  and  used  by  all  counties.  Development  and  production  costs 
are  estimated  to  be  $14,559  through  November  1992.  However,  those  costs  do  not  include  personal  services 
costs  for   systems  analysts   and   programmers. 

This  new  system--BEVS-is  a  personal  computer  system  that  is  linked  to  the  state  mainframe  where  data 
is  recorded  and  processed.  The  department  purchased  16  personal  computers  for  15  counties  in  fiscal  1993 
for  the  BEVS  system  ($20,393  general  fund).  The  funds  were  originally  requested  for  and  appropriated 
by  the  legislature  for  additional  and  replacement  computer  equipment  for  CAMAS  (the  computer-assisted 
mass  appraisal  system  for  real  property  implemented  by  the  department  beginning  in  the  1989  biennium.) 
The  LFA  current  level  continues  funding  for  replacement  computers  for  CAMAS,  but  does  not  include 
equipment  funds  for  BEVS.  The  budget  modification  does  not  include  funds  for  network  fees  to  connect 
these   personal   computers   to   the   statewide   data   network   ($7,200   annually). 

The  department  does  not  anticipate  requesting  additional  new  computer  equipment  for  BEVS.  However, 
the  budget  modification  for  state  assumption  of  county  assessors  includes  35  computers  to  link  BEVS  and 
CAMAS,  assess  taxes,  and  prepare  tax  bills.  During  implementation  of  CAMAS,  each  county  assessor's 
office  received  a  personal  computer.  Those  computers  can  be  used  for  BEVS  also.  The  15  county 
assessors'  offices  receiving  additional  computers  for  BEVS  have  higher  personal  property  tax  rolls  and  more 
staff  than   other   counties. 

Funding  Switch 

The  Executive  Budget  offsets  $90,000  of  general  fund  each  year  of  the  biennium  with  cigarette  tax  revenue 
in  the  Income  Tax  Division.  Current  law  allows  the  department  to  deduct  collection  expenses  from  gross 
receipts  (section  16-11-119,  MCA).  The  LFA  current  level  continues  the  general  fund  support  for  the  1995 
biennium   in   the   same   proportion   as   appropriated   in   the    1991   regular   session. 

The  executive  change  does  not  necessarily  result  in  savings  to  the  general  fund.  Currently  70.89  percent 
of  cigarette  tax  revenues  are  deposited  to  debt  service  for  the  long-range  building  program  and  the 
remainder  to  the  long-range  building  program  fund.  A  reduction  in  the  revenue  deposited  for  the  debt 
services  impacts  the  general  fund.  Section  17-5-405(5)  MCA,  states  that  any  funds  in  excess  of  the 
amount  needed  to  pay  principal  and  interest  on  bonds  is  transferred  to  the  general  fund.  If  revenues 
to  the  debt  service  account  are  insufficient  to  pay  principal  and  interest,  then  general  fund  is  statutorily 
appropriated   to   pay  the  balance. 

Language   Appropriation 

The  Liquor  Division,  until  last  session,  has  been  supported  entirely  by  the  following  language  appropriation: 

"Liquor  Division  proprietary  funds  necessary  to  maintain  adequate  inventories  of  liquor  and  wine  and  to  operate  the  state 
liquor  operation  are  appropriated.  During  the  1993  biennium,  the  division  shall  attempt  to  return  at  least  10  percent  of 
net  sales.  Net  sales  are  gross  sales  less  discounts  and  all  taxes  collected.  The  division  shall  limit  operational  expenses 
of  the  liquor  merchandising  system  to  not  more  than  15  percent  of  the  net  sales.  Operational  expenses  may  not  include 
product  costs,   freight  charges,   expenses  allocable  to  other  division,   or  licensing  bureau." 
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Legislative  Council  attorneys  have  determined  that  all  language  appropriations  must  include  the  maximum 
amount  of  funds  that  can  be  appropriated.  The  legislature  may  wish  to  establish  a  limit  of  proprietary 
liquor  funds  appropriated  by  the  above  language.  The  Liquor  Division  narrative  includes  a  table  and 
discussion    of  liquor  language   appropriation    expenditures   during   the    1993   biennium. 

The  1991  Legislature,  at  the  request  of  the  executive,  appropriated  funds  to  support  9.0  FTE  and  operating 
costs  for  the  liquor  licensing  function  in  House  Bill  2.  The  fiscal  1992  appropriation  for  the  program 
totalled  $266,845  (House  Bill  2  and  pay  plan  funds),  compared  to  actual  expenditures  of  $234,026.  The 
department  transferred  a  net  of  $26,000  of  personal  services  authority  (9.7  percent  of  total  authority)  from 
the   Licensing  program   to   the   Director's  Office   in   order  to   offset  shortfalls   in   that   program. 

The  Liquor  Division  has  flexibility  in  establishing  its  budget  and  in  types  and  amounts  of  expenditures 
authorized  within  the  language  appropriation.  The  Licensing  program  can  be  easily  accommodated  within 
the  language  appropriation  as  it  has  fewer  than  10  percent  of  the  division  FTE  and  its  operating 
expenditures  were  less  than  one  percent  of  the  division  operating  and  personal  services  expenditures  in 
fiscal  1992.  The  legislature  may  wish  to  include  the  licensing  function  in  the  language  appropriation  as 
was  done  prior  to  the  1991  session.  (The  LFA  current  level  continues  the  Licensing  program  as  it  was 
budgeted  by   the    1991   Legislature.) 
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Director's  Office 

Program  Summary 

Actual 

Current 

Current 

LFA 

Expenditures 

Level 

Level 

LFA 

Executive 

LFA 

Executive 

Change 

Budget  Item 

Fiscal  1992 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

92  --  94 

FTE 

36.50 

36.50 

35.50 

36.50 

34.50 

36.50 

34.50 

Persona]  Services 

1,215,644 

1,215,649 

1,093,867 

1,363,160 

1,304,670 

1,370,028 

1,315,569 

147,511 

Operating  Expenses 

348,216 

348,221 

265,962 

338,624 

340,116 

224,984 

228,567 

(9,597; 

Equipment 

13,456 

13,457 

13,990 

25,185 

24,907 

10,500 

12,463 

11,728 

Local  Assistance 

2,004 

2,004 

15,000 

15,000 

15,000 

15,000 

15,000 

12,996 

Benefits  and  Claims 

5,036 

Total  Costs 

$1,584,357 

$1,579,331 

$1,388,819 

$1,741,969 

$1,684,693 

$1,620,512 

$1,571,599 

$162,638 

Fund  Sources 

890,902 

890,912 

745,935 

1,038,480 

1,084,522 

963,131 

1,010,285 

147,568 

General  Fund 

State  Revenue  Fund 

6,690 

1,654 

4,548 

4,548 

2,894 

Federal  Revenue  Fund 

150,637 

150,638 

180,385 

174,668 

118,016 

175,073 

112,427 

24,030 

Proprietary  Fund 
Total  Funds 

536.127 
$1,584,357 

536.127 
$1,579,331 

462.499 
$1,388,819 

524.273 
$1,741,969 

477.607 
$1,684,693 

482.308 
$1,620,512 

448.887 
$1,571,599 

(11.854 

$162,638 

Program  Description 

The  Director's  Office  provides  management  control,  coordination  of  policy  direction,  strategic  planning,  legal, 
and  investigative  services  that  assist  the  tax  programs  in  fulfilling  collection  and  enforcement 
responsibilities.  The  Administration  program  provides  policy  development,  operations,  and  budget 
coordination  for  the  agency  and  supervision  of  the  Director's  Office.  The  Legal  Office  advises  program  staff 
and  handles  a  large  number  of  tax  appeals  before  the  State  Tax  Appeal  Board  as  well  as  state  courts. 
The  Investigations  unit  oversees  liquor  and  welfare  fraud  investigations.  Research  and  Information  Office 
staff  perform  and  publish  studies  concerning  the  impact  on  state  and  local  revenue  sources  caused  by 
legislative   action,   executive   decisions,   and   changes  in   economic   patterns. 

LFA  Current  Level 

Personal  services  costs  increase  $147,511  due  to  fully  funding  the  1993  biennium  pay  plan,  vacancy  savings 
in  fiscal  1992,  and  upgrades  of  several  positions.  FTE  increase  by  one  position,  from  fiscal  1993  to  1994, 
to  administer  the  Taxpayer  Bill  of  Rights,  due  to  a  transfer  of  0.5  FTE  from  the  Income  Tax  Division 
and  0.5  FTE  from  the  Centralized  Services  Division.  The  position  was  never  filled  and  is  one  of  the 
positions  identified  by  the  department  in  its  five  percent  personal  services  reduction  in  compliance  with 
section   13  of  House  Bill  2. 

Local  assistance  is  federal  reimbursement  to  counties  for  welfare  fraud  investigations.  Changes  in  operating 
expenses,   equipment,   and  funding  are   discussed   in   greater   detail   in   the  following  narratives. 

Director's  Office  The  Director's  Office  is  comprised  of  four  programs:  Administration,  Legal  Office, 
Investigations,  and  Research  and  Information  Office.  Table  1  shows  the  1995  biennial  current  level  budget 
for  the  Administration  program  compared  to  fiscal  1992  expenditures.  FTE  decrease  by  0.5  due  to  a 
transfer  to  the  Legal  Office.  Operating  expenses  decline  due  to  reallocation  of  the  cost  of  insurance 
throughout  the  department.  This  program  paid  the  total  department  cost  of  insurance  ($77,635)  in  fiscal 
1992  compared  to  the  allocation  of  $5,844  in  fiscal  1994  and  $7,464  in  fiscal  1995.  Data  network  costs 
also  decline  by  about  $3,000  each  year.  These  reductions  are  offset  by  the  following  increases:  1)  about 
$3,000   each   year  for  warrant  writing  fees;   2)   inflationary   adjustments   of  $644   in   fiscal    1992   and   $1,159 
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in  fiscal  1995;  and  3)  about  $60,350  for 
the     legislative     audit.  Actual     audit 

expenditures  in  fiscal  1992  were  $58,350 
compared  to  the  fiscal  1994  budget  of 
$118,699.  The  1993  biennial  audit 
appropriation   is   $130,217. 

The  Administration  program  is  funded 
from  the  general  fund  and  liquor 
proprietary  funds.  State  special  revenue 
from  the  unclaimed  property  account  and 
federal  funds  support  part  of  the 
biennial  audit  cost.  The  1993  biennium 
annual  appropriation  for  this  program 
included  about  $36,000  in  federal  funds 
to  reflect  administrative  oversight  of 
federal  programs  in  the  Director's  Office. 
However,  the  department  was  unable  to 
justify  a  level  of  oversight  commensurate 
with  the  level  of  federal  funding. 
Personal  services  and  operating  costs 
that  would  have   been   federally  funded   were 


Table  1 

Administration  Progi 

am 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994      FY  1995 

Change 
92  to  94 

FTE 

7.50 

7.00 

7.00 

-0.50 

Personal  Services 
Operating  Expenses 
Equipment 

$289,365 

201,741 

0 

$323,957 

191,508 

0 

$325,052 

75,264 

0 

$34,592 

(10,233) 

0 

Total  Costs 

$491,106 

$515,465 

$400,316 

$24,359 

General  Fund 
State  Special  Revenue 
Federal  Funds 
Proprietary  Funds 

$330,161 

s         1,654 

5,413 

153,878 

$346,537 

4,548 

5,416 

158,964 

$269,125 

0 

0 

131,191 

$16,376 

2,894 

3 

5,086 

Total  Funds 

$491,106 

$515,465 

$400,316 

$24,359 

picked   up   by   proprietary   funds   and   the   general   fund. 


Table  2 
Legal  Office 


Budget  Item 


Actual       - — Current  Level —        Change 
FY  1992       FY  1994       FY  1995       92  to  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

General  Fund 
Proprietary  Funds 


12.00 

$395,218 

44,617 

2,467 


12.50 


12.50 


$470,013   $471,030 

44,272    44,818 

0        0 


0.50 

$74,795 

(345) 

(2,467: 


$442,302   $514,285   $515,848   $71,983 

$400,108   $465,224   $466,638   $65,116 
42,194    49,061    49,210     6,867 


Total  Funds 


$442,302     $514,285     $515,848       $71,983 


Legal  Office  Table  2  shows  the  1995 
biennial  current  level  budget  compared 
to  fiscal  1992  actual  expenditures  for  the 
Legal  Office.  FTE  rise  by  0.5  due  to 
the  transfer  from  the  Administration 
program.  Personal       services      costs 

increase  about  $75,000  from  fiscal  1992 
to  fiscal  1994  due  to  vacancy  savings  in 
fiscal  1992  and  upgrades  of  three 
positions.  A      grade      12      paralegal 

assistant  was  changed  to  a  grade  14 
administrative  officer  and  two  grade  9 
secretary  positions  were  raised  to  a 
grade  10  since  the  1991  legislative 
session. 


Operating     costs     decline     due     to:         1) 

reductions  in  telephone  equipment  rental 

rates     and     long    distance    rates    (about 

$800   in   fiscal    1992   and   $1,100  in  fiscal 

1995);       2)       declines       in       anticipated 

contracted  legal  costs  ($325  annually);  and  3)  reallocation  of  charges  for  ground  maintenance.     This  program 

paid   $737   in   grounds   maintenance   in   fiscal    1992   and   no  fees   are   allocated   to   the   program   in   the    1995 

biennium.     Reductions  are  offset  by  increases  in:      1)  inflationary  adjustments  of  about  $750  in  fiscal   1992 

and    $1,300    in    fiscal    1993;    2)    rent   costs    of  about   $450   in    fiscal    1994    and    $700   in    fiscal    1995;    and   3) 

contracted   services  costs  for  a   summer   legal   intern   of  about   $250. 
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The   Legal   Office   is  funded  by   general   fund   and   liquor  proprietary  funds, 
allocated   in   the   same   proportion   as  fiscal    1992  funding. 

Investigations  Program  The  Investigations 
program  biennial  1995  current  level 
budget  is  shown  in  Table  3.  Fiscal  1994 
budgeted  personal  services  costs  are 
$10,620  higher  than  actual  expenditures 
in  fiscal  1992.  Operating  costs  rise  only 
slightly  over  the  same  period  largely  due 
to  changes  in  fixed  costs.  Insurance  and 
bonds,  rent,  and  warrant  writing  fees  add 
about  $900  in  fiscal  1994  and  $2,000  in 
fiscal  1995.  Equipment  maintenance  costs 
rise  about  $200  annually.  Deflationary 
adjustments  in  telephone  rental  and  long 
distance  rates,  and  reallocation  of  payroll 
service  fees   offset  some  of  the   increases. 


Equipment  includes  replacement  of  3  of 
the  9  vehicles  owned  by  the  program. 
Two  are  replaced  in  fiscal  1994.  Local 
assistance  provides  reimbursement  to 
counties  that  prosecute  welfare  fraud 
cases.      The   LFA  current  level   budget  continues 


The    1995  biennial   funding  is 


Table  3 

Investigations  Office 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994      FY  1995 

Change 
92  to  94 

FTE 

12.00 

12.00 

12.00 

0.00 

Personal  Services         $360,447 
Operating  Expenses        77,340 
Equipment                         10,990 
Local  Assistance                 2,004 

$371,067 
78,433 
21,000 
15,000 

$372,304 
79,176 
10,500 
15,000 

$10,620 

1,093 

10,010 

12.996 

Total  Costs 

$450,781 

$485,500 

$476,980 

$34,719 

General  Fund 
Federal  Funds 
Proprietary  Funds 

Total  Funds 

($34,499) 

145,225 

340.055 

$450,781 

$0 
169,252 
316,248 

$485,500 

$0 
175,073 
301.907 

$476,980 

$34,499 

24,027 

(23,807) 

$34,719 

the   amount  budgeted   by  the    1991   Legislature. 


The  Investigations  program  is  funded  by  federal  funds  and  proprietary  liquor  funds.  The  Department  of 
Social  and  Rehabilitation  Services  reimburses  federal  funds  for  welfare  fraud  investigations.  The  negative 
entry  in  general  fund  in  fiscal  1992  is  due  to  a  year-end  accounting  error  that  recorded  costs  to 
proprietary  funds  that  should  have  been  recorded  to  the  general  fund.  The  program  is  funded  in  the 
same  funding  sources  at  the   same   proportions   as  fiscal    1992   acutal   expenditures. 


Table  4 
Research  and  Information  Office 


Actual         — Current  Level —       Change 
Budget  Item FY  1992       FY  1994       FY  1995       92  to  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

General  Fund 


5.00 

$170,619 

24,523 

0 


5.00 

$198,123 

24,411 

4,185 


5.00 

$201,642 

25,726 

0 


0.00 

$27,504 

(112) 

4.185 


$195,142      $226,719 
$195,142      $226,719 


$227,368 
$227,368 


$31,577 
$31,577 


Research   and  Information   Office     Table  4 

compares      the      annual      1995      biennium 

current    level    budgets    for    the    Research 

and     Information     Office 

expenditures.  Personal 

increase   $27,504  between 

1994    due    to     vacancies 

fully     funding     the     1993 

plan,    and    upgrades   of  3 

A   career   executive    position 

from    grade    17    to    18    and 


to  fiscal  1992 
services  costs 
fiscal  1992  and 
in  fiscal  1992, 
biennium  pay 
of  the  5  FTE. 
was  changed 
2    economist 


session.      Two   positions  in   this   program 
regular    hourly    rate    due    to    provisions 
Increases"   in   the   summary   section   of  Volume 


positions   were  upgraded-1   from  grade   13 
to  grade   15  and  the  other  from  grade   15 
to    grade    16.       Personal    services    increase 
between  fiscal   1992  and   1994  also  due  to 
overtime     budgeted     for     the     legislative 
must  now  be   compensated  for  overtime   worked  at   1.5   times  the 
of   the    Fair    Labor    Standards    Act    (see    "Personal    Services    Cost 
I   for   more   detail). 
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Operating  costs  decline  between  fiscal  1992  and  1994  and  increase  only  slightly  in  fiscal  1995  due  to 
reductions  in  mainframe  processing  costs,  telephone  equipment  rental,  and  long  distance  rates  of  $2,239 
in  fiscal  1994  and  $2,748  in  fiscal  1995.  These  reductions  are  offset  by  the  following  increases:  1)  $4,000 
in  mainframe  processing;  and  2)  cyclical  printing  costs  in  fiscal  1995  of  about  $1,700.  Equipment  includes 
replacement  of  four  computer  monitors.      The  program   is  funded  from   the   general   fund. 

Funding 

The  Director's  Office  is  funded  from  general,  federal,  and  proprietary  funds.  State  special  revenue  funds 
a  portion  of  biennial  legislative  audit  costs.  Federal  funds  support  federal  welfare  fraud  investigations  and 
the   legislative   audit.      Funding  is   discussed  in   greater  detail   in   the   preceding  program   narratives. 

The  Director's  Office  expended  $25,781  more  than  appropriated  in  House  Bill  2  and  House  Bill  509  (pay 
plan  bill)  in  fiscal  1992.  If  adjustments  are  made  for  the  biennial  legislative  audit  appropriated  in  fiscal 
1992,  the  program  expended  $90,546  (about  6  percent)  more  than  appropriated.  The  increased  costs  were 
covered   by  transfers  from   other   programs.      (See   Issues   section.) 
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Program  Summary 

Actual 
Expenditures 
Budget  Item                          Fiscal  1992      Pi 

Current 
Level 
seal  1992 

1 

Current 

Level 

Fiscal  1993 

Centralized  Services  Division 

LFA              Executive              LFA 
Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

29.02 

29.02 

29.65 

30.27 

28.68 

30.27 

28.68 

1.25 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

625,960 

121,136 

0 

2.690.931 

625,960 

121,139 

0 

0 

643,082 

106,022 

6,465 

0 

788,417 

97,550 

10,500 

0 

761,986 

113,359 

6,500 

0 

791,403 

97,344 

9,000 

0 

764,878 

113,201 

5,000 

0 

162,457 

(23,589! 

10,500 

0 

Total  Costs 

$3,438,028 

$747,099 

$755,569 

$896,467 

$881,845 

$897,747 

$883,079 

$149,368 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

747,096 
2.690.931 

747,099 
0 

755,569 
0 

896,467 
0 

881,845 
0 

897,747 
0 

883,079 
0 

149,368 
0 

Total  Funds 

$3,438,028 

$747,099 

$755,569 

$896,467 

$881,845 

$897,747 

$883,079 

$149,368 

Program   Description 

The  Centralized  Services  Division  performs  a  variety  of  accounting,  fiscal  control,  and  budgeting  services 
for  all  department  programs.  In  addition,  the  division  administers  beer  and  wine  tax  collections.  Specific 
responsibilities  include:  recording,  summarizing,  analyzing,  and  reporting  budget  and  accounting  data 
including  cash  receipts,  distribution,  and  payment  of  invoices;  maintaining  beer  and  wine  tax  collection 
records  and  completion  of  monthly  collection  reports;  providing  centralized  payroll  and  position  control 
services;  maintaining  records  of  all  department  fixed  assets;  performing  inventory,  fiscal,  and  performance 
audits  of  all  state  liquor  stores;  depositing  all  tax  collections  for  the  department;  receiving  and  distributing 
all  department  mail;  and  managing  a  supply  operation  for  liquor  stores  and  a  purchasing  function  for 
department  purchases. 

LFA  Current  Level 

FTE  increase  by   1.25  between  fiscal   1992  and   1994.      House  Bill   14,  requiring  taxpayers  to  file  estimated 

quarterly   tax   payments,   was   enacted  by   the  January    1992   special   session   and   adds    1.5   FTE.  Transfer 

of  0.25  FTE  to  the  Corporation  Tax  Division  by  the  special  session  of  the  Legislature  offsets  this  FTE 
increase. 

FTE  increase  by  a  net  of  0.63  from  fiscal  1992  to  fiscal  1993  due  to  the  following  changes:  1) 
reinstatement  of  a  0.5  FTE  transferred  to  the  Director's  Office  in  fiscal  1992;  2)  addition  of  0.38  FTE  in 
the  last  quarter  of  fiscal  1993  to  administer  House  Bill  14;  and  3)  transfer  of  0.25  FTE  from  the  program 
to  the   Corporation  Tax   Division. 

FTE  increase  by  a  net  of  0.62  from  fiscal  1993  to  fiscal  1994  due  to:  1)  transfer  of  0.5  FTE  to  the 
Director's   Office;  and  2)  annualization   of  the   House   Bill    14   FTE   which   adds    1.12   FTE. 

Personal  services  costs  increase  due  to  the  FTE  added  by  House  Bill  14,  fully  funding  the  1993  biennium 
pay  plan,  vacancy  savings  experienced  in  fiscal  1992,  and  upgrades  of  two  positions.  A  benefits  technician 
was  upgraded  from  10  to  11  and  an  accounting  technician  from  grade  8  to  9.  Personal  services  also 
increase  because  the  program  transferred  personal  services  funds  to  contracted  services  in  fiscal  1992  to 
fund  temporary  help  during  peak  workloads.  Contracted  services  are  reduced  in  fiscal  1994  and  1995  and 
the   FTE   are  fully  funded. 
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Operating  expenses  decline  between  fiscal  1992  and  1994  due  to  reductions  in:  1)  contracted  services  of 
about  $18,700  as  discussed  above;  2)  equipment  maintenance  of  about  $4,800  each  year;  and  3)  mainframe 
processing,  telephone  equipment  rental  rates,  and  telephone  long  distance  rates  of  about  $7,000  in  fiscal 
1994  and  $8,700  in  fiscal  1995.  These  reductions  are  partially  offset  by  operating  costs  associated  with 
House  Bill  14  and  fixed  cost  increases.  House  Bill  14  adds  $2,288  in  operating  costs.  Insurance  costs, 
allocated  to  the  program  for  the  first  time,  add  $3,219  in  fiscal  1994  and  $4,112  in  fiscal  1995.  Rent 
adds   about  $1,200  in   fiscal    1994   and   $1,850  in   fiscal    1995. 

Equipment  includes:  1)  replacement  of  four  computer  terminals  each  year;  2)  replacement  of  a  printer  and 
an   electronic   mail   opener   in   fiscal    1994;   and   3)   replacement   of  a   van   in   fiscal    1995. 

Funding 

The   program   is  funded  from   the   general   fund. 
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Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                          Fiscal  1992      Fiscal  1992 

Data  Processing  Division 

Current 
Level                 LFA              Executive              LFA 
Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

50.18 

1,311,657 

139,911 

4,348 

$1,455,917 

897,766 

85,309 

472.841 

$1,455,917 

50.18 

1,301,657 

139,912 

4,348 

$1,445,917 

897,767 

75,309 

472.841 

$1,445,917 

49.60 

1,339,893 

148,953 

2,214 

$1,491,060 

926,395 

72,336 

492.329 

$1,491,060 

49.60 

1,515,954 

143,609 

7,590 

$1,667,153 

1,035,132 

86,832 

545.189 

$1,667,153 

46.00 

1,447,211 

146,395 

13.578 

$1,607,184 

1,000,785 

85,313 

521.086 

$1,607,184 

49.60 

1,520,007 

140,636 

6,235 

$1,666,878 

1,034,961 

86,818 

545.099 

$1,666,878 

46.00 

1,451,174 

143,406 

12.691 

$1,607,271 

1,001,070 

86,505 

519.696 

$1,607,271 

(0.58 

214,297 
3,697 
3.242 

$221,236 

137,365 
11,523 
72.348 

$221,236 

Program   Description 

The  Data  Processing  Division  provides  automated  data  and  word  processing  services,  detailed  systems 
requirements  analysis,  systems  development  and  maintenance  services,  data  entry  services,  computer 
operations  support  services,  technical  support  for  departmental  and  personal  computers,  and  research  services 
relating  to  tax  policy,  revenue  estimating,  and  Montana  tax  laws.  The  division  is  comprised  of  four 
distinct  components  which  are:  Computer  Operations,  Technical  Support,  Data  Entry/Text  Administration, 
and   Midrange   and  Micro-computer   Development. 

LFA  Current  Level 

FTE  decline  by  0.58  between  fiscal  1992  and  1994.  A  0.25  FTE  was  transferred  to  the  Corporation  Tax 
Division  consistent  with  action  by  the  January  1992  special  session  to  enhance  audit  collections.  The  1991 
Legislature  approved  a  budget  modification  to  add  2.33  FTE  in  fiscal  1992  (declining  to  2.00  FTE  in  fiscal 
1993)  for  administration   of  the   employers'  payroll   tax. 

Fiscal  1994  personal  services  costs  are  $214,297  higher  than  fiscal  1992  due  to  fully  funding  the  1993 
biennium  pay  plan,  vacancy  savings  in  fiscal  1992,  and  upgrade  of  one  position  from  a  grade  11 
information  specialist  trainee  to  a  grade  14  information  specialist.  The  increase  is  partially  offset  by  a 
downgrade  of  one  position  from  a  grade  13  computer  operation  supervisor  to  a  grade  12  computer  operator 
technician. 

Operating  expenses  rise  about  $4,000  between  fiscal  1992  and  1994  due  to:  1)  fixed  cost  allocations  of 
about  $10,000  in  fiscal  1994  and  $12,600  in  fiscal  1995;  2)  computer  maintenance  costs  of  about  $6,800 
in  fiscal  1994  and  $3,225  in  fiscal  1995;  3)  software  of  $3,600  in  fiscal  1994  and  $2,900  in  fiscal  1995 
for  personal  computers  that  will  replace  terminals;  and  4)  other  miscellaneous  small  changes.  Operating 
cost  increases  are  partially  offset  by  the  following  reductions:  1)  data  network  fees  of  about  $10,600 
annually;  and  2)  deflationary  adjustments  in  mainframe  computer  processing  rates  of  about  $7,164  in  fiscal 
1994   and  $8,899   in  fiscal    1995. 

Equipment  includes  replacement  of  6  terminals  with  personal  computers  in  fiscal  1994  and  5  terminals  with 
personal   computers  in   fiscal    1995. 
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Funding 

The  program  is  funded  from  general  fund,  state  special  revenue,  and  proprietary  liquor  funds.  State 
special  revenue  is  proceeds  of  the  employers'  payroll  tax,  assessed  to  fund  workers'  compensation  bonds  sold 
to  fund  payment  of  workers'  compensation  claims  that  occurred  prior  to  July  1,  1990.  State  special 
revenue  supports  3.0  FTE  and  operating  costs.  The  LFA  current  level  increases  payroll  taxes  in  the  same 
proportion  as  annual  1995  biennial  costs  increase  above  fiscal  1992  costs.  Remaining  program  costs  are 
allocated  between  the  other  two  funding  sources  in  the  same  proportion  as  fiscal  1992  expenditures  were 
funded. 

In  the  January  1992  special  session,  the  legislature  authorized  a  funding  switch  of  $10,000  state  special 
highway  revenue  for  general  fund  in  fiscal  1992.  The  department  anticipated  that  the  program  would 
provide  short-term  programming  support  for  the  Motor  Fuels  Division  computer  system.  The  Motor  Fuels 
Division  was  transferred  to  the  Department  of  Transportation  by  the  1991  Legislature.  The  LFA  current 
level  does  not  continue  the  funding  switch  and  the  funds,  a  one-time  source,  were  excluded  from  the  fiscal 
1992   current  level  base. 
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Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                           Fiscal  1992      Fiscal  1992 

] 

Current 

Level 

Fiscal  1993 

l.iquor  Division 

LFA              Executive 
Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 
Fund  Sources 
Proprietary  Fund 

Total  Funds 

107.00 

555,493 

317,865 

30.786 

$904,145 

904.145 
$904,145 

9.00 

555,493 

317,878 

30.786 

$904,157 

904.157 
$904,157 

9.00 

217,091 

59,821 

0 

$276,912 

276.912 
$276,912 

9.00 

231,783 

27,674 

0 

$259,457 

259.457 
$259,457 

10.50 

313,802 

349,065 

0 

$662,867 

662.867 
$662,867 

9.00 

232,666 

27,556 

0 

$260,222 

260.222 
$260,222 

10.50 

314,804 

357,397 

0 

$672,201 

672.201 
^672,201 

0.00 

(323,710 

(290,204 

(30.786 

($644,700 
(644.700 

($644,700 

Program  Description 

The  Liquor  Division  controls  the  sale  and  distribution  of  alcoholic  beverages  and  the  licensing  of 
manufacturers,  wholesalers,  and  retailers  of  alcoholic  beverages  in  Montana  (Title  16,  MCA).  The  division 
orders  merchandise  for  distribution  and  sale  through  the  state  retail  liquor  stores/agencies,  publishes  a 
retail  price  list  on  a  quarterly  basis,  analyzes  new  products  and  sales  patterns  of  existing  products,  and 
audits  all  merchandise  invoices  and  freight  claims.  The  division  warehouse  receives  and  stores  all  alcoholic 
beverage  merchandise,  assembles  orders  from  individual  state  retail  liquor  stores/agencies,  and  schedules 
shipment  of  merchandise.  The  division  also  supervises  and  evaluates  all  phases  of  state  retail  store  and 
agency  operations,  analyzes  and  audits  retail  outlet  financial  condition,  negotiates  store  leases  and  evaluates 
bids  for  selection  of  agencies,  and  develops  and  implements  merchandising/marketing  techniques  and  training 
programs  for  store  personnel  and  agents.  Additionally,  the  division  determines  qualifications  of  applicants 
for  manufacture,  wholesale,  and  retail  licenses,  issues  licenses,  and  processes  annual  renewals  of  licenses 
and  registrations. 


appropriations.      A  regular  appropriation  funds  the  operating 


LFA  Current  Level 

The  Liquor  Division  is  budgeted  through  two 
expenses  and  personal  services  costs  of 
9.0  FTE  that  perform  the  licensing 
function.  A  language  appropriation  funds 
the  remaining  98  FTE  and  the  costs  of 
the  liquor  stores,  purchasing,  and 
warehousing  functions  of  the  state 
wholesale  liquor  business.  The  above 
table  includes  the  FTE  funded  from  the 
language  appropriation  but  does  not 
include  most  of  the  operating  and 
personal   services   expenditures. 

Liquor    Licensing    Program       Expenditures 

listed    in    the    first    two    columns    of    the 

above        table        include        the        regular 

appropriation      and      a      portion      of     the 

language    appropriation.      Table   5   isolates   fiscal    1992   expenditures   and    the    1995   biennium    current   level 

budget  for  the   Licensing  program. 


Table  5 

Liquor  Licensing  Program 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994      FY  1995 

Change 
92  to  94 

FTE 

9.00 

9.00 

9.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

$207,150 

26,876 

0 

$231,783 

27,674 

0 

$232,666 

27,556 

0 

$24,633 

798 

0 

Total  Costs 

$234,026 

$259,457 

$260,222 

$25,431 

Proprietary  Funds 

$234,026 

$259,457 

$260,222 

$25,431 
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Table  6 
Liquor  Warehouse,  Stores,  and  Purchasing  Programs 


Personal  services  increase  between  fiscal  1992  and  1994  due  to  vacancies  in  the  program  in  fiscal  1992 
and  fully  funding  the   1993  biennium  pay  plan.      Operating  costs  increase  due   to  inflationary  adjustments. 

Liquor  Division  Language  Appropriation  Table  6  shows  the  fiscal  1992  expenditures  and  1995  biennium 
current  level  for  the  Liquor  Division  language  appropriation.  The  language  appropriation  that  funds  most 
of  the  liquor  division  operations  limits  expenditures  to  15  percent  of  net  sales.  Net  sales  is  defined  in 
the  appropriation  as  gross  sales  less  discounts  and  all  taxes  collected.  A  language  appropriation  will  be 
needed  to  continue  the  FTE  and  operating  costs  of  most  Liquor  Division  operations.  Language 
appropriation    expenditures   are   shown   for   informational    purposes. 

Personal  services  costs  increase 
due  to  vacancies  in  fiscal  1992 
and  fully  funding  the  1993 
biennium  pay  plan.  Operating 
costs  increase  $60,546  from  fiscal 
1992     to      1994      due     to:  1) 

warrant    writing    fees    of   $34,251 
in     fiscal     1994    and    $34,502    in 
fiscal    1995;  2)   insurance   costs  of 
about  $24,500  in   fiscal   1994  and 
$31,700    in    fiscal    1995;    3)    about 
$5,100        in        capitol        complex 
maintenance  fees;  4)  about  $7,000 
of     payroll      warrant      processing 
fees;     and     5)     about     $2,800     in 
computer         system         contracted 
support  and  maintenance.     Fixed  costs  for  the  entire  Liquor  Division,  except  for  rent,  are  budgeted  in  this 
portion    of   the    Liquor    Division    budget.        Operating    cost    increases    are    partially    offset    by    deflationary 
adjustments   in   telephone   equipment   charges   and   long  distance   telephone   rates. 


Budget  Item 


Actual 
FY  1992 


— Current  Level —  Change 

FY  1994  FY  1995  92  to  94 


FTE 


98.00 


98.00 


98.00 


0.00 


Personal  Services  $2,681,430  $2,828,652  $2,838,484  $147,222 

Operating  Expenses  30,691,292  30,751,838  30,759,370  60,546 

Equipment                               30,786               47,714  47,714  16,928 

Transfers  16.855.881  14.957.248  15.707.176  (1.898.633) 


Total  Costs  $50,259,389     $48,585,452     $49,352,744    ($1,673,937) 

Proprietary  Funds      $50,259,389     $48,585,452     $49,352,744   ($1,673,937) 


Equipment  includes  a  three-year  average  of  actual  equipment  expenditures  to  fund  replacement  office, 
warehouse,   and   computer  equipment. 

Transfers  include  liquor  profits,  liquor  excise  tax  revenues,  and  liquor  excise  tax  proceeds  that  are 
transferred  to  the  general  fund.  Transfers  decline  from  1992  to  1994  due  to  the  bailment  program 
instituted  during  the  1993  biennium.  Under  this  program,  private  vendors  own  the  stock  in  the  state 
liquor  warehouse  and  it  becomes  state  property  once  it  is  shipped.  The  state  received  a  one-time  increase 
in  revenue  in  fiscal  1992  as  the  state-owned  stock  was  sold  and  replaced  by  vendor-owned  stock. 
(Previously   the   state   owned   all   liquor  stock   in   the   warehouse.) 

Funding 

The   program   is  funded  from   proprietary   funds  from   the   markup   on   sale   of  liquor. 
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DEPARTMENT  OF  REVENUE 

Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                            Fiscal  1992       Fiscal  1992 

Current 
Level 

Fiscal  1993 

Income  Tax 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

General  Fund 
State  Revenue  Fund 

Total  Funds 

116.79 

2,843,224 

1,499,023 

77.716 

$4,419,963 

4,026,676 
393,287 

$4,419,963 

116.79 

2,802,410 

1,444,843 

64.497 

$4,311,750 

3,918,461 
393.289 

$4,311,750 

121.40 

2,916,977 

1,444,422 

42.393 

$4,403,792 

4,003,662 
400.130 

$4,403,792 

125.15 

3,348,131 

1,372,142 

62.561 

$4,782,834 

4,374,155 
408.679 

$4,782,834 

119.99 

3,196,051 

1,409,031 

72.561 

$4,677,643 

4,197,643 
480.000 

$4,677,643 

125.15 

3,356,263 

1,331,655 

40.154 

$4,728,072 

4,319,598 
408.474 

$4,728,072 

119.99 

3,204,439 

1,360,128 

52.971 

$4,617,538 

4,137,538 
480,000 

$4,617,538 

8.36 

545,721 

(72,701 

(1.936 

$471,084 

455,694 
15,390 

$471,084 

The  Income  Tax  Division  administers  and  enforces  the  Montana  personal  income,  withholding,  miscellaneous, 
inheritance,  employer's  payroll,  and  accommodation  taxes.  Program  responsibilities  include:  administering 
the  income  tax  withholding  system,  and  processing  partnership,  fiduciary  and  trust  returns,  estimated 
income  taxes,  filing  extensions,  and  elderly  homeowner/renter  credits.  The  program  accounts  for  tax  returns 
and  payments;  collects  delinquent  taxes;  simplifies  reporting  requirements;  issues  tax  refunds;  assists 
taxpayers  and  employers  in  filing  returns;  audits  tax  returns;  insures  compliance  with  tax  laws;  and 
manages  the  accommodation  tax.  The  division  distributes  forms  and  instructions  to  taxpayers,  manages 
toll-free  telephone  lines,  trains  volunteers  to  assist  others  in  completing  returns,  conducts  small  business 
clinics  to  inform  employers  of  the  requirements  for  state  tax  withholding,  and  manages  training  programs 
for  practitioners  on   changes  in   tax   laws   and   regulations. 

LFA  Current  Level 

FTE    increase    by    8.36    positions    from    fiscal    1992    to    fiscal    1994.  House    Bill    14,    requiring    quarterly 

payment  of  estimated  taxes  by  self-employed  persons  and  passed  by  the  January  1992  special  session,  adds 
5.00  FTE  annually.  A  revenue  enhancement  budget  modification  added  by  the  January  1992  special  session 
adds  3.36  FTE.  The  modification  adds  a  total  of  4.0  FTE  annually,  however,  since  0.64  of  the  FTE  were 
added  in   the  final   quarter   of  fiscal    1992,   the   difference  between   fiscal    1992   and   1994   is  3.36   FTE. 

FTE  increase  by  a  net  of  4.61  from  fiscal  1992  to  fiscal  1993  due  to  the  following  changes:  1)  addition 
of  3.36  FTE  to  implement  the  revenue  enhancement  modification  added  by  the  January  1992  special 
session;  2)  reinstatement  of  0.5  FTE  transferred  to  the  Director's  Office  in  fiscal  1992;  and  3)  addition  of 
0.75  FTE  to  implement  House  Bill  14,  payment  of  quarterly  estimated  taxes,  passed  by  the  July  1992 
special   session. 

FTE  increase  a  net  of  3.75  between  fiscal  1993  and  fiscal  1994  due  to  the  following  changes:  1)  addition 
of  4.25   FTE   to   implement   House   Bill   959;   and   2)   transfer  of  0.5   FTE   to   the   Director's   Office. 

Personal  services  costs  increase  due  to  FTE  added  to  implement  legislation  authorized  by  the  legislature, 
fully  funding  the  1993  biennium  pay  plan,  vacancy  savings  experienced  in  fiscal  1992,  and  upgrades  of 
28  positions  (1  position  was  downgraded).  Seven  of  the  upgrades  resulted  from  a  class  action  review;  two 
due  to  a   career   ladder;   and   the   remainder  are   due   to   changes   in   duties. 
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Operating  costs  decrease  due  to  deflationary  adjustments  for  mainframe  computer  processing,  telephone 
equipment  rental,  and  telephone  long  distance  rates  of  about  $171,000  in  fiscal  1994  and  $219,400  in  fiscal 
1995.         The     following     operating     expense     increases     partially     offset     deflationary     adjustments:  1) 

implementation  of  House  Bill  14  which  adds  $33,644  each  year  of  the  biennium;  2)  implementation  of 
House  Bill  959  which  adds  $24,699  each  year;  3)  rent  costs  of  $16,100  in  fiscal  1994  and  $18,600  in  fiscal 
1995;  3)  insurance  and  bonds  of  about  $18,800  in  fiscal  1994  and  $24,100  in  fiscal  1995;  4)  warrant 
processing  fees  of  $2,400  in  fiscal  1994  and  $2,500  in  fiscal  1995;  and  5)  about  $2,000  in  equipment 
maintenance. 

Equipment  includes:  1)  replacement  of  3  vehicles  over  the  biennium;  2)  replacement  of  9  personal 
computers  and  3  printers  each  year;  3)  equipment  for  House  Bill  14  staff;  4)  replacement  of  a  microfiche 
reader/printer  in   fiscal    1994   and   5)   replacement  of  office  furniture   in   fiscal    1995. 

Special  Session  Reductions  This  program  proposed  to  undertake  several  cost  cutting  measures  including 
elimination  of:  1)  a  grade  13  FTE  that  conducts  taxpayer  assistance  and  training  clinics;  2)  the  toll  free 
tax  payer  assistance  line;  3)  printing  of  return  envelopes  for  tax  payment;  and  4)  purchase  of  two 
replacement  vehicles.  The  program  implemented  all  of  these  reductions  except  elimination  of  return 
envelopes  for  tax  payments,  as  this  action  would  have  adversely  impacted  the  tax  receipting  and  cash 
deposit  duties  of  the  Centralized  Services  Division.  The  FTE  is  included  in  the  department's  five  5  percent 
personal  services  reduction  per  section  13  of  House  Bill  2.  The  LFA  current  level  does  not  remove  the 
FTE,  but  does   reflect  operating  cost  reductions. 

Funding 

The  program  is  funded  from  state  special  revenue  and  general  fund.  State  special  revenue  funds 
administration  of  the  accommodations  tax,  employers'  payroll  tax,  unclaimed  property,  and  emergency 
telephone  tax.  State  special  revenue  is  increased  in  amounts  proportional  to  total  program  cost  increases, 
less   the   operating   cost  increases   due   to   House   Bills   959   and    14. 
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Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                            Fiscal  1992       Fiscal  1992 

Current 

Level 

Fiscal  1993 

Corporation  Tax 

LFA               Executive 
Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

Total  Costs 

Fund  Sources 

34.50 

1,030,014 

397,638 

25,391 

45.679.276 

$47,132,321 

1,247,010 

45,745,535 

139.775 

$47^132,321 

34.50 

1,030,013 

397,643 

25,391 

0 

$1,453,047 

1,247,013 

66,260 

139.774 

$1,453,047 

35.00 

1,083,822 

392,816 

2,410 

0 

$1,479,048 

1,272,464 

68,137 

138.447 

$1,479,048 

35.00 

1,168,542 

408,936 

12,124 

0 

$1,589,602 

1,372,321 

62,413 

154.868 

$1,589,602 

32.70 

1,109,062 

414,319 

12,315 

0 

$1,535,696 

1,322,436 

59,459 

153.801 

$1,535,696 

35.00 

1,171,469 

413,530 

10,667 

0 

$1,595,666 

1,376,840 

62,675 

156.151 

$L595,666 

32.70 

1,111,905 

420,594 

11,726 

0 

$1,544,225 

1,329,561 

59,611 

155,053 

$1,544,225 

0.50 

138,529 

11,293 

(13,267! 

0 

$136,555 

125,308 
(3,847; 
15.094 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

$136,555 

Program   Description 

The  Corporation  Tax  Division  administers  17  different  taxes  including:  corporation  license  tax,  oil  and  gas 
severance  tax,  coal  severance  tax,  metal  mines  tax,  gross  and  net  proceeds  tax,  local  government  severance 
tax,  electrical  energy  license  tax,  and  the  resource  indemnity  trust  tax.  The  division  also  administers  the 
state  and  federal  royalty  audit  programs  related  to  mineral  production  from  state  and  federal  lands  located 
in   Montana. 

LFA  Current  Level 

FTE  increase  by  0.5  due  to  transfer  of  0.25  FTE  from  the  Centralized  Services  Division  and  0.25  FTE 
from  the  Data  Processing  Division.  Personal  services  costs  increase  due  to  fully  funding  the  1993  biennium 
pay  plan,  vacancy  savings  experienced  in  fiscal  1992,  and  upgrades  of  15  positions.  Ten  of  the  upgrades 
result  from   career  ladder   advancements   and  the   remaining  upgrades   are   due   to   changes  in   duties. 

Operating  expenses  increase  due  to:  1)  insurance  and  bond  costs  of  about  $6,200  in  fiscal  1994  and 
$8,000  in  fiscal  1995;  2)  computer  processing  charges  of  $5,000  annually  to  modify  the  existing  mainframe 
system  to  electronically  receive  data  on  new  corporations  from  the  Secretary  of  State;  3)  network  fees  of 
about  $1,700  in  fiscal  1992  and  $2,700  in  fiscal  1995;  4)  rent  costs  of  about  $1,400  in  fiscal  1994  and 
$2,100  in  fiscal  1995;  and  5)  warrant  writing  fees  of  about  $1,300  annually.  Operating  cost  increases  are 
partially  offset  by  deflationary  adjustments  of  about  $3,700  in  fiscal  1994  and  $2,600  in  fiscal  1995  and 
reductions  in   fixed   costs   of  about  $900  each   year  of  the  biennium. 

Equipment  includes:  4  personal  computers;  a  laser  jet  printer;  4  laptop  computers;  replacement  chairs; 
filing  cabinets;   and   computer   stands. 

Special  Session  Changes  The  January  1992  special  session  appropriated  an  additional  $14,200  in  general 
fund  operating  costs  in  fiscal  1992  and  an  additional  $18,916  in  fiscal  1993  to  fund  an  intensified  audit 
schedule.  The  department  transferred  2.0  FTE  to  the  program  from  the  Centralized  Services  and  Data 
Processing  divisions.      The   LFA  current  level   continues  the   2.0   FTE   and  fiscal    1992   expenditures. 

Legislative  Intent  The  1991  Legislature  added  a  statement  of  intent  to  the  narrative  accompanying  House 
Bill  2  that  said,  "The  department  is  directed  to  submit  the  Corporation  and  Natural  Resource  Tax  program 
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budget  request  for  the  1995  biennium  in  separate  components  including,  at  a  minimum,  components  for 
general  fund  supported  functions,  and  for  functions  supported  by  other  funds."  (See  page  A-164,  LFA 
Appropriations  Report.  1993  Biennium.)  The  department  combined  the  general  fund  portion  of  the 
Corporation  Tax  Division  with  part  of  the  state  special  revenue  portion  of  the  program  in  its  budget 
submission.      The   division   of  costs  between   the   two   funding  sources   was   not   clearly   evident. 

Funding 

The  Corporation  Tax  Division  is  funded  from  general  fund,  federal  funds,  and  state  special  revenue.  The 
relationship  between  funding  and  division  functions  is  presented  in  the  preceding  narrative.  The  federal 
government  reimburses  the  cost  of  3.0  FTE  and  operating  expenses  to  perform  federal  mineral  royalty 
audits.  The  Department  of  State  Lands  (DSL)  contracts  for  two  auditor  positions  to  audit  administration 
of  state-owned  lands.  The  state  land  audit  function  is  funded  from  resource  development  state  special 
revenue  account  administered  by  DSL.  State  special  revenue  is  increased  in  proportion  to  the  amount  that 
total  program  costs  rise.  The  balance  of  the  program,  supported  by  the  general  fund,  administers  the 
corporation  license  (corporate  income)  tax,  performing  audits,  reviewing  tax  returns,  distributing  corporation 
license  tax   to   counties,   and   processing  refunds. 
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Program  Summary 


Property  Assessment 


Budget  Item 


Actual  Current 

Expenditures  Level 

Fiscal  1992      Fiscal  1992 


Current  LFA 

Level  LFA  Executive  LFA  Executive  Change 

Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscal  1995      Fiscal  1995  92  --  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Debt  Service 

Total  Costs 
Fund  Sources 
General  Fund 

Total  Funds 


397.06 

10,695,075 
2,130,609 

109,605 
19,092,096 

269.741 


397.06 

9,763,076 

1,831,318 

92,615 


269.741 
$32,297,127     $11,956,750 

32.297.127        11.956.750 
$32.297.127     $11.956.750 


398.06 


398.06 


378.91 


398.06 


378.91 


8,950,475  10,835,904  10,292,186  10,863,773  10,318,153 

2,103,435  1,771,330  1,803,406  1,769,988  1,803,409 

99,810  165,475  183,778  165,270  185,848 

268.572  269.741  269.800  269.741  269.800 

$11,422,292  $13,042,450  $12,549,170  $13,068,772  $12,577,210 


11.422.292   13.042.450   12.549.170   13.068.772   12.577.210 

$.11,422,292  ...$13, 042,450.  $12,549,170   $13,068,772  $12.577.210 


1.00 

1,072,828 
(59,988 
72,860 


$1,085,700 


1.085.700 


$1.085.700 


Program  Description 

The  Property  Valuation  Division  is  responsible  to  secure  a  fair,  uniform,  and  equitable  valuation  of  all 
taxable  property  within  and  among  counties,  among  different  classes  of  property,  and  among  individual 
taxpayers.  Specific  duties  are:  completing  reappraisal  of  all  real  property  in  accordance  within  the 
statutory  time  schedule;  valuing  new  construction  and  land  use  changes;  assessing  personal  property  each 
year;  completing  an  annual  sales  assessment  ratio  study  to  more  closely  approximate  market  value  of  land 
and  improvements  for  property  tax  purposes;  auditing  taxpayer  property  tax  returns  to  ensure  all  taxable 
property  is  reported;  centrally  valuing  railroad,  public  utility,  and  airline  properties;  considering  all  requests 
for  property  tax  exemptions  and  reductions;  defending  the  department  in  tax  appeals  before  county  and 
state  tax  appeal  boards  and  the  courts;  and  conducting  schools  for  assessors  and  appraisers.  State  offices 
are  located  in  each  of  the  56  counties,  under  the  direct  supervision  of  either  an  elected  assessor 
(assessment  office),  an  appraisal  supervisor  (appraisal  office),  or  a  county  manager  (appraisal/assessment  - 
combined   office). 

LFA  Current  Level 


Personal  services  costs  increase  due 
to  fully  funding  the  1993  biennium 
pay  plan,  vacancy  savings  in  fiscal 
1992,  and  upgrades  of  16 
positions.  There  were  two  position 
downgrades. 

There  are  three  programs  in  the 
Property  Assessment  Division- 
Elected  and  Deputy  Assessors; 
County  Appraisal  and  Area 
Management;  and  Administration 
and  Central  Operations.  Table  7 
highlights  the  Elected  and  Deputy 
Assessors  program. 


Table  7 

Elected  and  Deputy  Assessors 

Actual 
Budget  Item                   FY  1992 

— Current  Level — 
FY  1994          FY  1995 

Change 
92  to  94 

FTE                                         68.60 

67.20 

67.20 

(1.40) 

Persona]  Services        $1,719,847 
Operating  Expenses                850 
Equipment                                       0 

$1,720,232 
0 
0 

$1,722,584 
0 
0 

$385 
(850) 
0 

Total  Costs                    $1,720,697 

$1,720,232 

$1,722,584 

($465) 

General  Fund               $1,720,697 

$1,720,232 

$1,722,584 

($465) 
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Elected  and  Deputy  Assessors  The  state  pays  a  portion  of  the  salaries  of  elected  and  deputy  county 
assessors.  Historically,  the  state  paid  the  full  salary  of  these  county  officials.  In  fiscal  1987,  the  state 
share  declined  to  70  percent.  The  1991  Legislature  directed  the  department  to  allocate  no  more  than 
appropriated  in  the  pay  plan  bill  to  salary  increases  for  elected  and  deputy  assessors.  The  Executive 
Budget  proposes  to  assume  these  county  officials  as  state  employees.  (See  the  agency  narrative  for  a  more 
complete   discussion   of  this   issue.) 

FTE  decline  by  1.4  FTE  as  Lincoln  County  opted  for  state  assumption  to  combine  the  assessment  and 
appraisal  offices.  The  state  assumed  those  employees,  transferring  the  positions  to  the  County  Appraisal 
and  Area   Management  program. 

This  program  was  exempted  from  vacancy  savings  by  the  1991  Legislature  and  from  appropriation 
reductions  by  the  January  1992  special  session.  However,  the  department  indicated  before  legislative 
appropriation  committees  in  the  July  1992  special  session  that  it  would  pass  on  a  proportionate  share  of 
its  general  fund  budget  reduction  to  the  Elected  and  Deputy  Assessors  program.  That  reduction,  imposed 
in  July  1992,  reduced  the  state  share  of  county  assessor  salaries.  The  fiscal  1993  state  share  of  salaries 
varies  by  county,  with  the  lowest  reimbursement  being  53  percent  of  the  elected  or  deputy  assessor  salary 
and  the  highest  level  of  reimbursement  at  68  percent.  The  LFA  current  level  continues  those 
reimbursement  rates. 

This  program  funds  only  personal  services  costs.  Some  expenditures  were  inadvertently  coded  to  operating 
costs.      Those   costs   are   not  continued   in   the    1995  biennium. 


Table  8 

Appraisal  Programs 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994           FY  1995 

Change 
92  to  94 

FTE 

328.46 

330.86 

330.86 

2.40 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

$8,043,229 

1,830,468 

92,615 

269,741 

$9,115,672 

1,771,330 

165,475 

269,741 

$9,141,189 

1,769,988 

165,270 

269,741 

$1,072,443 
(59,138) 
72,860 
0 

Total  Costs 

$10,236,053 

$11,322,218 

$11,346,188 

$1,086,165 

General  Fund 

$10,236,053 

$11,322,218 

$11,346,188 

$1,086,165 

Property  Appraisal  Program 
Table  8  shows  the  LFA 
current  level  budget  for  the 
remainder  of  the  Property 
Appraisal      program.  FTE 

increase  by  2.4  due  to:  1) 
transfer  of  1.4  from  the 
Elected  and  Deputy  Assessors 
program;  and  2)  House  Bill 
24,  passed  by  the  July  1992 
special  session,  adds  1.0 
FTE.  House       Bill       24 

changed  the  taxation  of 
railroad  car  companies  from 
a  tax  on  gross  proceeds  to  a 
form   of  property  tax. 


Personal       services 
due   to  turnover   and   vacancies   in   fiscal    1992   and  fully  funding  the    1993   biennium   pay  plan. 


increase 


Operating  expense  increases  due  to:  1)  insurance  and  bonds  costs  (allocated  to  the  program  for  the  first 
time)  of  about  $55,000  in  fiscal  1994  and  $70,400  in  fiscal  1995;  and  2)  inflationary  adjustments  of  about 
$28,000  in  fiscal  1994  and  $41,700  in  fiscal  1995.  These  increases  are  offset  by  reductions  in  contracted 
services  to   support  the   CAMAS   system   of  about  $141,100   in   fiscal    1994   and   $171,100. 

Equipment  includes:  1)  replacement  of  six  vehicles  annually;  2)  replacement  of  about  one-third  of  the 
personal  computers  used  in  the  CAMAS  system;  and  3)  replacement  of  office  furniture  in  county  appraisal 
offices. 
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The  department  debt  financed  software  and  hardware  costs  of  CAMAS  implementation  in  the  1991 
biennium.  As  part  of  its  July  1992  special  session  reductions,  the  department  testified  before  appropriation 
committees  that  it  will  not  make  a  debt  service  payment  in  fiscal  1993,  extending  debt  service  payments 
until    1997. 

Funding 

The   program   is  funded  from   the   general   fund. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

DEPARTMENT  OF  ADMINISTRATION 

Current           Current 
Level                 Level                  LFA              Executive 
Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994 

LFA 

Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 

Exec.-LFA 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Local  Assistance 
Benefits  and  Claims 
Transfers 
Debt  Service 

Total  Costs 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Capital  Projects  Fund 
Proprietary  Fund 

Total  Funds 

320.64 

9,964,706 

30,895,732 

799,020 

18,724 

1,403,313 

34,560,956 

17,137,195 

2.971.175 

$97,750,825 

21,079,601 
3,592,217 
1,595,925 

71.483.080 

$97,750,825 

316.64 

9,789,466 

24,371,347 

2,202,950 

18,724 

4,737 

1,000 

769,795 

4.277.728 

$41,435,747 

3,179,564 

728,127 

769,797 

36.758.259 

$41,435,747 

319.14 

10,070,603 

25,612,481 

1,695,999 

740,820 
4.288.997 

$42,408,900 

3,253,904 

807,418 

784,648 

37.562.930 

$42,408,900 

315.14 

10,883,103 

26,534,255 

2,386,060 

4,737 

804,929 
2.317.766 

$42,930,850 

3,527,264 

746,128 

804,929 

37.852.529 

$42,930,850 

303.76 

10,572,195 

27,244,826 

2,413,975 

4,737 

58,801 
3.357.118 

$43,651,652 

3,507,650 

725,272 

58,801 

39.359.929 

$43,651,652 

319.14 

11,011,753 

27,323,377 

2,170,541 

4,737 

806,657 
1.381.221 

$42,698,286 

3,493,474 

747,856 

806,657 

37.650.299 

$42,698,286 

307.76 

10,696,156 

28,202,812 

2,180,468 

4,737 

58,801 
2.476.942 

$43,619,916 

3,487,019 

727,219 

58,801 

39.346.877 

$43,619,916 

(11.38 

(626,505 

1,590,006 

37,842 

(1,493,984 
2.135.073 

$1,642,432 

(26,069 

(41,493 

(1,493,984 

3.203.978 

$1,642,432 

Agency  Description 


The  Department  of  Administration  (DOA)  provides  centralized  services  for  state  agencies  in  the  following 
areas:  1)  accounting  and  financial  reporting;  2)  capitol  complex  building  maintenance  and  capitol  security; 
3)  state  bonded  indebtedness  administration;  4)  state  treasury  services;  5)  insurance  coverage  and  Tort 
Claims  Act  administration;  6)  systems  development,  telecommunications,  and  data  processing;  7)  personnel 
management  and  labor  relations;  8)  purchasing  and  surplus  property  administration;  9)  duplicating,  mail, 
and  messenger  services;  and  10)  records  management.  The  department  also  administers  the  state  Long 
Range  Building  Program,  state  employee  group  benefits  program,  and  the  various  state  retirement  systems. 
In  addition,  the  Board  of  Examiners,  State  Tax  Appeal  Board,  State  Compensation  Mutual  Insurance  Fund, 
Public  Employees'  Retirement  Board,  and  Teachers'  Retirement  Board  are  attached  to  the  department  for 
administrative   purposes  only. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget         One  Time 
Amendment      Approp. 

Language     Non-Budget     Statutory 
Approp.      Expenditures      Approp. 

All  Other 
Approp. 

Current  Lvl 
Fiscal  1992 

KTE 

1.00                   3.00 

-4.00 

Expenditure 

97,750,825 

1,291,656            662,808 

19,147          (690,800)    54,980,159 

52,174 

41,435,681 

General 
Fund 

State  Special      Federal 
Fund                Fund 

Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund 

Current 
Unrestricted 

Funding 

97.750,825 

17.900.052        2.864.094 

826.131      34,724.867 

41.435,681 
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Adjustments  to  Actual   Expenditures 

Adjustments  of  $56,315,144 


were      made 
expenditures 
a  fiscal   1992 
base.      Table 
expenditures 


to      actual 

to    determine 

current  level 

A  shows  the 

removed     by 


type 
fund. 


of  appropriation    and 


Statutory  appropriations 
comprise  the  majority  of 
adjustments  (98  percent) 
made  to  fiscal  1992  actual 
expenditures.  General 

fund  statutory 

appropriation  expenditures 
were  $17,518,054  in  fiscal 
1992,  with  payments  for 
tax  and  revenue 

anticipation  notes  (TRANS) 
being  the  most  significant 
share.       Senate    Bill    226, 


passed  by 
Legislature, 
taxation  of 
benefits     and 


the        1991 

equalized 

all     pension 

provided     a 


Table  A 

Adjustments  to  Actual  Expenditures 

Appropriation  Type 

General  Fund    State  Special 

Proprietary 

Cnpital 
Projects 

Total 

Statutory 

Tax  Anticipation  Notes  and  Bond  Costs 
SB  226  Retirement  Adjustment 
County  911  Emergency  Phone  Program 
State  Buildings  Insurance  Proceeds 
Transfer  to  Airport  Debt  Service 
Self-Insurance  Health  Claims 
Capital  Land  Grant 

$14,324,234 
3,193,820 

1,563.263 
656,775 
494,057 

$33,921,879 

$826,131 

Subtotal  Statutory 

$17,518,054         $2,714,095 

$33,921,879 

$826,131 

$54,980,159 

Budget  Amendment 

Central  Mail  Services 

Natural  Gas  Acquisition 

Motor  Vehicle  Division  Computer  Project 

Contracted  Printing  and  Special  Session 

DOLI  Job  Service  Computer  Project 

$394,504 

29,899 

200,999 

158,455 

507,799 

Subtotal  Budget  Amendments 

$1,291,656 

$1,291,656 

One  Time 

METNET  HB  30 

Appellate  Defender  Commission 

Armory  Computer  Upgrade 

Family  Services  Computer  System 

Postage  Machines 

Genetics  Program 

Risk  Management  Supplemental 

$299,999             $149,999 
29,826 

75,000 
82,840 
4,984 
20,160 
0 

Subtotal  One  Time 

$329,825             $149,999 

$182,984 

$662,808 

Language  -  Network  Operating  Costs  HB  30 

$19,147 

$19,147 

Non-Budgeted  Expenditures 

($690,800) 

($690,800) 

Other  Appropriations  -  PPP  Changes 

$52,174 

$52,174 

Total' 

$17,900,053         $2,864,094 
lal  table  due  to  rounding. 

$34,724,866 

$826,131 

$56,315,144 

•Total  does  not  tie  to  Adjustments  to  Act) 

statutory       general       fund 

appropriation     to     fund     a 

2.5  percent  benefit 

increase     to     members     of 

state,     local,     and    teacher 

retirement      systems      who 

are      Montana      residents. 

The  retirement  adjustment 

is     $3.2     million     general 

fund.       Fiscal    1992    state 

special    revenue     statutory 

appropriation    expenditures 

totalled    $2.7    million    with 

the  largest  expenditure  being  reimbursements  to  counties  with  approved  9-1-1  emergency  telephone  systems. 

Premium  payments  from   agencies  for  state  building  insurance  proceeds  and  bond  repayment  for  municipal 

airports   are   the   other   two   state   special   revenue   statutory   appropriation   expenditures. 

Payment  of  health  claims  are  statutorily-appropriated  from  health  insurance  premiums  paid  by  state 
employees  participating  in  the  state  self-insurance  program.  Capitol  land  grant  funds  support  statutorily- 
appropriated  bond  payments  for  long-range  building  projects  approved  by  the  legislature  through  the  Long- 
Range   Building  program. 
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Budget  amendment  expenditures  of  $1,291,656  in  proprietary  funds  were  removed.  Those  expenditures 
provided:  1)  an  FTE  and  expansion  in  Central  Mail  program  services  to  the  Aeronautics  Division  of  the 
Department  of  Transportation  and  the  State  Auditor's  Office  and  volume  increases  from  existing  agency 
customers;  2)  purchase  of  bulk  natural  gas  for  university  system  units  and  the  Department  of  Corrections 
and  Human  Services  in  accordance  with  a  plan  approved  by  the  Public  Service  Commission;  3)  additional 
contracts  for  printing  by  private  vendors  and  printing  costs  for  the  two  special  legislative  sessions;  4) 
purchase  of  computer  equipment  for  county  motor  vehicle  computer  systems  to  implement  the 
recommendation  of  the  County  Motor  Vehicle  Committee  authorized  by  House  Bill  579  passed  by  the  1991 
Legislature;  and  5)  data  network  equipment  and  operating  costs  for  the  Department  of  Labor  and  Industry 
conversion  of  the  job  service  computer  system  to  a  personal  computer  (PC)  based  system  linking  to  the 
state   mainframe   computer. 

One-time   expenditures   totalling   $662,808    were    also   removed.      One-time   general    fund   expenditures   were: 

1)  1.0  FTE  and  $299,999  for  equipment  and  operating  costs  for  the  Montana  Education  and 
Telecommunications  Network  (METNET)  authorized  by  House   Bill   30  passed  by  the   1991  Legislature;  and 

2)  $29,826  and  2.0  FTE  for  the  Appellate  Defender  Commission  authorized  by  House  Bill  268  by  the  1991 
Legislature.  The  commission  was  appropriated  $100,000  each  year  from  the  assessments  levied  on  vehicles 
by  counties  and  remitted  to  the  state  to  fund  district  court  criminal  costs  (section  3-5-901(2),  MCA).  State 
special  revenue  expenditures  of  $149,999  for  METNET  were  removed.  One-time  proprietary  expenditures 
totalling  $182,984  were  for:  1)  an  upgrade  to  the  mainframe  computer  that  ran  the  criminal  justice 
information  network,  motor  vehicle,  and  drivers'  licensing  systems  for  the  Department  of  Justice;  2) 
contracted  system  development  services  to  develop  a  management  information  system  for  the  Department 
of  Family   Services;   and   3)  purchase   of  a   postage   machine. 

Proprietary  fund  expenditures  from  a  language  appropriation  of  $19,147  for  network  operating  costs  for 
METNET  were  removed.  Other  appropriation  general  fund  expenditures  of  $52,174  funded  system 
development  costs  for  enhancements  to  the  Payroll,  Personnel  and  Position  control  system  (PPP).  Non- 
budgeted  expenditures  represent  accounting  adjustments  required  by  GAAP  to  properly  record  expenses  such 
as  accrued  sick  and  annual  leave  and  depreciation  for  proprietary  fund  operations.  Support  for  the 
Regents  Employees'  Reporting  System  (RERS)  was  reduced  by  1.5  FTE  in  compliance  with  intent  of  the 
1991   Legislature   (see  p.   A- 194,   LFA  Appropriations   Report  -    1993   Biennium). 

The   difference  in   the   current  level   total   shown   in   this   table   and   the   table   above   is   due   to   rounding. 

Executive  Budget  Comparison 

The  Executive  Budget  is  $1,642,432  higher  than  the  LFA  current  level.  The  executive  includes  11.38  fewer 
FTE  and  $626,505  less  in  personal  services  than  the  LFA  current  level.  The  executive  removed  13.73  FTE 
to  comply  with  House  Bill  2.  (The  executive  restores  11.73  of  these  FTE  in  budget  modifications.)  The 
Executive  Budget  includes  2.0  more  FTE  in  current  level  than  the  LFA.  One  of  the  FTE  administers 
METNET  (Montana  Education  Telecommunication  Network)  which  was  funded  in  House  Bill  2.  The  second 
FTE  is  1  of  3  programmers  added  to  support  a  contract  with  the  Department  of  Family  Services  to 
develop  a  management  information  system.  The  January  1992  special  session  eliminated  the  general  fund 
appropriation  that  supported  the  system  development,  but  the  executive  removed  only  2  of  the  3  FTE  in 
the   Information   Services   Division   (ISD)  funded  by  the  general   fund   contract. 

Operating  Expenditures 

The  Executive  Budget  includes  $1.2  million  more  in  goods  purchased  for  resale  than  the  LFA  current  level. 
Almost  all  the  difference  is  due  to  inflation  in  paper  stock  purchased  for  resale  in  the  Procurement  and 
Printing    Division    (P&P).       The    program    originally    submitted    a    budget    modification    for    the    inflationary 

Department  of  Administration  Summary 

A-179 


Department  of  Administration  Summary 

adjustment,  which  was  rolled  into  current  level  by  the  executive.  The  LFA  continues  the  agency  current 
level   request. 

The  executive  includes  $143,000  more  in  contracted  services  than  the  LFA  due  to:  1)  inflationary 
adjustments  to  maintenance,  security,  and  janitorial  service  contracts  of  about  $34,000;  2)  the  legislative 
audit  for  ISD  of  $22,800;  2)  indirect  costs  for  the  department  Legal  unit  of  about  $38,500;  3)  an  increase 
in  computer  processing  for  SBAS  of  about  $20,000;  4)  an  adjustment  to  annualize  contracted  services 
expenditures  in  the  Risk  Management  and  Tort  Defense  Division  (RMTD)  by  $10,000;  5)  an  increase  to 
the  Architecture  and  Engineering  Division  (A&E)  of  $10,000  for  the  expanded  long-range  building  program 
passed  by  the  1991  Legislature;  and  6)  about  $8,000  for  printing  state  employee  insurance  notices  and 
state  financial   reports   and   small   increases   in   ongoing  service   contracts. 

The  Executive  Budget  is  also  higher  than  the  LFA  current  level  in  several  other  operating  areas:  1)  rent 
costs  of  about  $62,000  where  the  LFA  reduced  the  general  fund  rent  expense  in  the  General  Services 
Division  and  did  not  include  rent  for  the  training  facility  at  ISD;  2)  lease  costs  of  about  $50,000  for 
mainframe  computer  software;  3)  paper  costs  of  about  $50,000  for  anticipated  printing  increases  associated 
with  mainframe  computer  processing;  4)  about  $59,000  for  the  cost  of  adding  and  moving  telephones  in 
ISD;  and  5)  METNET  operating  costs  of  about  $33,000.  METNET  is  not  included  in  the  LFA  current 
level   costs   as  it  was  funded  in   a   separate  appropriations  bill. 

Equipment 

The   Executive   Budget  includes  about  $37,842  more  for  equipment  due   to  the  following:      1)  $28,000  more 

in   communications   equipment;   and   2)   $26,400   more   in   office   equipment.  However,   the   executive   funded 

fewer  vehicles  and  used  a  lower  per  cost  unit  for  vehicles  than  the  LFA,  offsetting  $20,000  of  the 
difference. 

Transfers 

The  Executive  Budget  is  $1.5  million  lower  in  transfers  than  the  LFA  current  level  because  the  executive 
proposes  a  language  appropriation  be  used  for  the  transfer  of  cash  from  the  long-range  building  account 
to  the  state  special  revenue  account  that  funds  A&E.  Historically  this  transfer  has  been  funded  through 
a  transfer  appropriation  in  House  Bill  2.  (GAAP  requires  the  transfer.)  The  LFA  current  level  continues 
the   appropriation   transfer  (see   Issues   section). 

Debt  Service 

The  Executive  Budget  includes  $2.1  million  more  in  debt  service  than  the  LFA  current  level.  The  most 
significant  difference  is  an  upgrade  of  the  state  mainframe  computer,  which  adds  $1.8  million  over  the 
biennium  (see  Issues  section).  The  executive  also  included  debt  service  for  equipment  to  expand  METNET 
services.  As  noted  previously,  the  LFA  current  level  removed  METNET  from  current  level  as  it  was  not 
funded   in   the  general   appropriations  bill. 

Funding 

The  department  is  funded  from  three  sources:  1)  general  fund;  2)  proprietary  funds;  and  3)  capital 
projects  funds.  The  largest  differences  between  the  executive  and  LFA  current  level  are  in  two  fund 
sources-proprietary  funds  and  long-range  building  funds.  The  differences  in  proprietary  funds  are  due  to 
the  operating  and  debt  service  cost  differences  discussed  above.  The  difference  in  long-range  building  funds 
is  related   to   the   amount  budgeted   in   the   transfer   operating  cost  category,   also   discussed   above. 
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General  fund  differences  are  minor.  The  executive  includes  less  general  fund  due  to  the  FTE  reductions 
required  by  House  Bill  2,  despite  the  LFA  general  fund  reduction  ($30,000)  in  the  General  Services 
Division  that  continues  action  taken  by  the  January  1992  special  session.  The  state  special  revenue  fund 
difference   is  also   due   to   FTE   reductions   required  by   House   Bill   2. 
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Executive  Budget  Modifications 
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P 

Fiscal  1994 

Fiscal  199E 

General 

Total 

General 

Total 

Budget  Modification 

G 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

1  Restore  5%  Reduction  Pgm  1 

01 

0.22 

$13,744 

$13,744 

0.22 

$13,760 

$13,760 

2  CMIA  Implementation 

03 

0.50 

30,057 

0.50 

30,058 

3  Restore  5%  Reduction  pgm  3 

03 

1.17 

30,541 

30,541 

1.17 

30,664 

30,664 

4  Restore  5%  Reduction  Pgm  4 

04 

0.54 

25,706 

0.54 

25,741 

5  Excess  Property  Program 

06 

200,000 

200,000 

6  Montana  Fueling  Program 

06 

1.00 

150,117 

1.00 

150,114 

7  Natural  Gas  Procurement 

06 

114,000 

125,000 

8  Restore  5%  Reduction  Pgm  6A 

06 

1.50 

37,120 

1.50 

37,190 

9  Restore  5%  Reduction  Pgm  6B 

06 

1.00 

23,587 

1.00 

23,611 

10  Backup  Network  Control  Center 

07 

250,000 

250,000 

11  Interactive  Voice  Response 

07 

1.00 

183,049 

1.00 

48,092 

12  Zip-Plus-Four  Software 

07 

103,000 

20,000 

13  Restore  5%  Reduction  Pgm  7 

07 

4.50 

145,751 

4.50 

145,997 

14  Major  Maintenance  Projects 

08 

100,000 

100,000 

15  Maj.  Maint.  Contingency  Fund 

08 

100,000 

16  Restore  5%  Reduction  Pgm  8 

08 

1.00 

33,122 

1.00 

33,191 

17  Central  Mail  Bar  Coding 

13 

119,600 

162,000 

18  Central  Mail  Expansion 

13 

2.00 

504,323 

2.00 

504,387 

19  Restore  5%  Reduction  Pgm  13 

13 

0.52 

11,735 

0.52 

11,752 

20  Recruitment  Coordination 

23 

19,000 

19,000 

21  Benefits  Computer  System 

23 

305,000 

22  Employee  Benefits  Analyst 

23 

1.00 

41,396 

1.00 

38,144 

23  Restore  5%  Reduction  Pgm  23 

23 

1.28 

58,802 

58,802 

1.28 

58,869 

58,869 

24  RMTD  Contract  Legal  Services 

24 

150,000 

150,000 

25  State  Property  Appraisal 

24 

15,000 

15,000 

26  1993  Reappraisal  Cycle 

37 

147.400 

147,400 

34.947 

34.947 

Totals 

17.23 

$250,487 

$2,912,050 

17.23 

$138,240 

$2,227,517 

Executive   Budget  Modifications 


1)  Restore  5%  Reduction  Pgm  1  -  The  Executive  Budget  includes  $27,504  general  fund  over  the  biennium 
to  reinstate  0.22  FTE  in  the  Director's  Office  that  were  removed  to  comply  with  section  13  of  House  Bill 
2.      The   director   and   deputy   director   positions   were   each    reduced   by   0.11    FTE. 

2)  CMIA  Implementation  -  This  budget  modification  adds  0.5  FTE  and  $30,000  federal  revenue  each  year 
of  the  biennium  to  implement  and  administer  the  federal  Cash  Management  Improvement  Act  (CMIA)  of 
1990.      This   act  requires   states   to   determine   the   amount  of  interest  earned   on   federal   funds   transferred 
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to  the  state  before  the  state  expends  the  funds.  It  also  requires  states  to  determine  interest  lost  due 
to   expenditure   of  state  funds   on   behalf  of  federal   programs. 

3)  Restore  5%  FTE  Reduction  Pgm  3  -  The  Executive  Budget  includes  reinstatement  of  1.17  FTE  and 
$61,205  general  fund  over  the  biennium  removed  from  the  Accounting  and  Management  Support  Division 
to  comply  with  section  13  of  House  Bill  2.  These  FTE  perform  various  accounting  duties  related  to  state 
financial  and  reporting  activities.  The  department  submitted  a  reduction  of  1.58  FTE  and  $72,989  in 
compliance  with  section  13  of  House  Bill  2.  The  Executive  Budget  removed  1.42  FTE,  but  only  $49,059 
in   funds.      The  budget  modification   reinstates   more  funds   than   the   department   submitted. 

4)  Restore  5%  FTE  Reduction  Pgm  4  -  The  Executive  Budget  includes  0.54  FTE  and  about  $51,500  state 
special  revenue  authority  to  reinstate  FTE  removed  from  A&E  to  comply  with  section  13  of  House  Bill 
2. 

5)  Excess  Property  Program  -  This  budget  modification  would  add  $400,000  proprietary  funds  over  the 
biennium  to  pay  freight  charges  for  delivery  of  surplus  property  purchased  from  the  federal  government. 
Surplus   property   acquired  by   the   state   is   sold   to  local   governments   and   state   agencies. 

6)  Montana  Fueling  Program  -  The  Governor's  Public  Vehicle  Fueling  Advisory  Council,  established  by 
executive  order,  recommended  implementation  of  a  statewide  fueling  network  for  state  agencies  and 
participating  local  governments.  This  budget  modification  continues  the  FTE  and  the  program,  originally 
started  by  budget  amendment  in  fiscal  1993.  The  state  will  enter  into  a  contract  with  a  "fleetcard 
processing"  company  or  an  oil  company  with  a  strong  retail  presence  in  Montana.  Public  vehicles  will 
have  access  to  fueling  sites  and  use  a  magnetic  card  for  billing  purposes.  The  program  will  allow  state 
agencies  and  local  governments  to  avoid  the  cost  of  replacing  underground  fuel  storage  tanks  and  will 
facilitate  cost  savings  through  bulk  purchasing.  The  program  is  funded  by  a  markup  on  the  cost  of  fuel 
purchased. 

7)  Natural  Gas  Procurement  -  This  budget  modification  adds  $239,000  proprietary  funds  over  the  biennium. 
Language  in  House  Bill  2,  passed  by  the  1991  Legislature,  authorized  DofA  to  purchase  natural  gas  for 
state  agencies  and  the  university  system,  upon  approval  of  a  proposal  by  the  Public  Service  Commission 
to  allow  large  natural  gas  users  to  purchase  their  own  supplies  of  gas  directly  from  gas  producers.  A 
budget  amendment  was  processed  each  year  of  the  1993  biennium  to  implement  this  plan.  Natural  gas 
is  purchased  for  units  of  the  university  system  and  some  state  institutions.  DofA  estimates  that  the  state 
has   saved   $188,668   in   fiscal    1992   and   the  first  four   months   of  fiscal    1993   as   a   result  of  this  program. 

8)  Restore  5%  FTE  Reduction  Pgm  6A  -  The  Executive  Budget  includes  about  $74,300  in  proprietary  funds 
over  the  biennium  and  1.5  FTE  to  reinstate  positions  removed  from  the  Procurement  and  Printing  Division 
in   compliance   with   section    13   of  House   Bill   2. 

9)  Restore  5%  FTE  Reduction  Pgm  6B  -  The  Executive  Budget  includes  $47,198  proprietary  funds  over  the 
biennium  and  1.0  FTE  to  reinstate  a  position  removed  from  the  Procurement  and  Printing  Division  in 
compliance   with   section    13   of  House   Bill   2. 

10)  Backup  Network  Control  Center  -  This  budget  modification  adds  $250,000  in  proprietary  funds  each 
year  of  the  biennium  to  install  a  backup  network  control  center  in  the  Helena  National  Guard  Armory. 
The  backup  center  would  allow  data  communications  to  continue  with  the  mainframe  at  the  disaster 
recovery  site  in  the  event  the  network  control  center  in  the  Mitchell  Building  is  disabled.  The  department 
contracted  to  provide  backup  mainframe  services  in  the  event  of  a  disaster.  Without  a  backup  network 
control   center,   agencies  may   not  be   able   to   access  the  backup   mainframe. 
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11)  Interactive  Voice  Response  -  The  Executive  Budget  includes  1.0  FTE  and  $231,141  proprietary  funds 
over  the  biennium  to  purchase  equipment  ($150,000  in  fiscal  1994)  and  implement  interactive  voice  response 
(IVR)  technology.  IVR  allows  the  people  using  a  touch  tone  telephone  to  access  selected  information  in 
the  state  computer  system.  There  are  several  applications  anticipated  including:  1)  persons  entitled  to 
child  support  payments  can  access  their  account  information;  2)  persons  wanting  to  know  the  status  of 
their  tax  return  and/or  refund  can  access  their  file;  and  3)  collection  of  unemployment  statistics  and  access 
to  the  state  unemployment  insurance  account  would  be  facilitated.  The  FTE  would  manage  the  system 
and  coordinate  agency  IVR  activities.  The  cost  of  the  budget  modification  will  be  recouped  from  agencies 
who   use   the   system,   estimated   to   be   about  $600   per  month   for  a  four  port   system. 

12)  Zip-Plus-Four  Software  -  This  budget  modification  adds  $123,000  proprietary  funds  over  the  biennium 
to  purchase  software  that  will  enable  agencies  to  modify  existing  computer  programs  to  print  addresses 
with  nine  digit  zip  codes.  This  software  will  prepare  mail  to  be  processed  by  bar-coding  equipment.  Bar 
coding  will  allow  agencies  to  continue  to  take  advantage  of  postal  discounts.  The  department  notes  that 
this  request  is  made  in  conjunction  with  the  Central  Mail  program  budget  modification  for  bar-coding 
equipment  and  that  the   software  will  be  needed  regardless  of  whether  the  bar-coding  equipment  is  funded. 

13)  Restore  5%  FTE  Reduction  Pgm  7  -  The  Executive  Budget  includes  a  budget  modification  to  reinstate 
4.5  of  the  6.5  FTE  removed  to  comply  with  requirements  of  House  Bill  2.  The  2.0  FTE  difference  are 
programmer  analyst  positions  that  were  added  to  develop  and  implement  the  Department  of  Family  Services 
management  information  system.  Due  to  special  session  reductions,  DFS  opted  to  hire  programmers  to 
develop  its  own  system  in  house.  So,  ISD  no  longer  needs  the  2.0  FTE.  The  4.5  FTE  requested  for 
reinstatement  perform  the  following  duties:  1)  telephone  operator;  2)  clerical;  3)  software  support  for  the 
central  mainframe;  4)  computer  programming  services;  and  5)  review  of  agency  purchases  of  data  processing 
equipment. 

14)  Major  Maintenance  Projects  -  The  Executive  Budget  includes  $200,000  proprietary  funds  to  for  major 
maintenance  projects  over  the  biennium.  Such  projects  include:  1)  elevator  repair;  2)  carpet  replacement; 
and   3)   completion   of  the  fire   protection   network   in   the   capitol   complex. 


15)  Major  Maintenance  Contingency  Fund  -  This  budget  modification  contains  a  $100,000  biennial 
appropriation  for  emergency  repairs  or  for  facility  modifications  required  by  the  federal  Americans  with 
Disabilities  Act.  The  department  has  not  identified  potential  projects  that  may  need  to  be  undertaken  to 
comply   with   the   act. 

16)  Restore  5%  FTE  Reduction  Pgm  8  -  The  Executive  Budget  includes  1.0  FTE  and  $66,313  in  proprietary 
funds  over  the  biennium  to  restore  reductions  taken  to  implement  section  13  of  House  Bill  2.  The  duties 
of  the   position   include   painting  and   maintenance. 

17)  Central  Mail  Bar  Coding  -  The  Executive  Budget  adds  1.0  FTE  and  $281,600  proprietary  funds  over 
the  biennium  to  begin  bar  coding  addresses  of  state  agency  mail.  The  U.S.  Post  Office  may  require 
customers  to  implement  bar  coding  in  order  to  continue  to  qualify  for  postal  discounts.  Equipment  costs 
are  $60,000  in  fiscal  1994  and  $120,000  in  fiscal  1995.  The  budget  modification  includes  $30,000  in  fiscal 
1994   to   remodel   the   mail   room   to   accommodate   the   new   equipment  and   install   new   electrical   sources. 

18)  Central  Mail  Expansion  -  This  budget  modification  continues  2.0  FTE  and  operating  costs  for  expansion 
of  Central  Mail  services  added  by  budget  during  the  1993  biennium.  Central  Mail  services  were  extended 
to  the  Aeronautics  Division  of  the  Department  of  Transportation  and  State  Auditor's  Office  and  the  program 
is   experiencing  volume   increases   due   to   other   state  agencies   as   well. 
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19)  Restore  5%  FTE  Reduction  Pgm  13  -  The  Executive  Budget  includes  0.52  FTE  mail  clerk  and  $23,487 
proprietary  funds  over  the  biennium  to  restore  reductions  made  to  comply  with  section  13  of  House  Bill 
2. 

20)  Recruitment  Coordination  -  This  budget  modification  includes  $38,000  in  proprietary  funds  over  the 
biennium  to  coordinate  recruitment  of  positions.  The  budget  modification  would  fund  a  centralized  interest 
referral  system  where  agencies  could  jointly  advertise  and  match  existing  applicants  with  new  vacancies. 
The  budget  modification  also  funds  coordination  of  an  applicant  pool  for  positions  that  are  hard  to  fill. 
The  budget  modification   will  be  funded  by  payments   from   agencies  using  the   recruitment   service. 

21)  Benefits  Computer  System  Development  -  This  budget  modification  updates  and  continues  system 
development  costs  originally  authorized  by  the  1989  Legislature.  This  budget  modification,  for  $305,000 
in  proprietary  funds,  would  fund  development  of  an  on-line  state  gToup  benefits  enrollment  and  eligibility 
system.  The  1989  Legislature  appropriated  funds  for  the  system  ($110,000  general  fund),  and  the  1991 
Legislature  continued  $58,000  of  that  authority.  ISD  is  developing  the  system,  but  due  to  turnover  and 
priorities  on  other  projects,  development  of  the  benefits  system  has  been  delayed.  ISD  staff  now  estimate 
that  project  development  will  cost  more  that  originally  anticipated.  The  Personnel  Division  will  also 
evaluate  software  available  from  vendors  for  potential  use.  The  Executive  Budget  includes  about  $30,000 
in  current  level  for  operating  costs  associated  with  the  new  system.  The  LFA  current  level  does  not 
include   these   costs. 

22)  Employee  Benefits  Analyst  -  The  Executive  Budget  includes  1.0  FTE  and  $79,540  in  proprietary  funds 
over  the  biennium  to  evaluate  methods  of  controlling  claims  costs  of  the  state  health  insurance  plan.  (The 
state  is  self-insured  for  employee  health  benefits.)  If  this  budget  modification  is  adopted  by  the  legislature, 
the  Personnel  Division  current  level  budget  can  be  reduced  as  the  analyst  would  be  performing  some  of 
the   work   funded   in   contracted   services. 

23)  Restore  5%  FTE  Reduction  Pgm  23  The  Executive  Budget  includes  1.28  FTE  and  $117,671  general 
fund  over  the  biennium  to  reinstate  FTE  removed  to  comply  with  House  Bill  2.  The  FTE  provide 
management,   personnel   policy   interpretation   and  advice,   and  job   classification    services  for   state   agencies. 

24)  RMTD  Contract  Legal  Services  -  This  budget  modification  would  add  $150,000  in  contracted  legal 
services  each  year  of  the  biennium  to  the  Risk  Management  and  Tort  Claims  Division  (RMTD).  These 
expenditures  increased  about  $570,000  between  fiscal  1991  and  1992.  In  comparison,  during  the  three 
years  previous  to  fiscal  1992  (from  fiscal  1988  to  1991),  contracted  legal  services  increased  about  $40,500. 
The  estimated  cash  balance  in  the  RMTD  self-insurance  fund  is  projected  to  decline  to  $497,190  by  the 
end  of  fiscal  1995  (see  Issues  section).  This  budget  modification  originally  requested  a  $500,000  increase 
in   contracted  legal   services  each  year  of  the  biennium. 

The  1991  Legislature  halved  the  budget  modification  requested  for  contracted  legal  services  in  the  1991 
session  to  $500,000  and  appropriated  funds  for  2.0  attorney  FTE  to  offset  some  of  the  increased  legal 
services  costs.  DofA  hired  only  1  of  the  2  attorneys,  stating  that  support  staff  was  inadequate  to  support 
2  attorneys  and  space  constraints  prevented  hiring  additional  staff.  DofA  included  a  portion  of  the  vacant 
RMTD  attorney  position  in  its  five  percent  personal  service  reduction  and  did  not  request  restoration  of 
the   FTE. 

25)  State  Property  Appraisal  -  The  Executive  Budget  includes  $15,000  of  proprietary  funds  each  year  of 
the  biennium  to  appraise  state  property  to  determine  its  value.  The  appraisals  will  be  used  by  the  RMTD 
in   purchasing  insurance   to   cover   property   risks. 
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26)  1993  Appraisal  Cycle  -  The  Executive  Budget  includes  $182,347  general  fund  over  the  biennium  for 
costs  associated  with  property  appraisal  and  tax  appeals  to  the  State  and  County  Tax  Appeal  boards. 
The  executive  anticipates  appeals  will  increase  at  the  end  of  the  current  reappraisal  cycle,  December  1992. 
Most  of  the  funds  are  requested  in  fiscal  1994.  In  comparison,  the  agency  spent  about  $346,000  more 
for  appeals  costs  in  fiscal  1987  than  in  1986  at  the  end  of  the  last  reappraisal  cycle,  and  about  121,000 
more  in  fiscal    1988   than   in   fiscal    1986   (the   second  year  after  completion   of  the   reappraisal   cycle). 

Issues 

Risk   Management  and  Tort  Defense   Insurance   Rates 

The  state  of  Montana  is  self-insured  for  general  liability  and  automobile  coverage  ($3,125  million  in 
premiums  in  fiscal  1992),  and  purchases  commercial  insurance  for  property,  aircraft,  and  other  risks 
($837,867  in  premiums  in  fiscal  1992).  Both  the  Executive  Budget  and  LFA  current  level  include  a  $2.4 
million  increase  in  self-insurance  and  commercial  insurance  premiums  for  the  1995  biennium,  29  percent 
more  than  premiums  charged  in  the  1993  biennium.  In  addition  to  funding  ongoing  operating  expenses, 
the  increase  would  support:  1)  $760,000  for  a  deductible  reserve;  2)  a  5.0  percent  increase  in  the  cost 
of  commercial  insurance  premiums  (about  $87,400  each  year);  3)  a  $300,000  budget  modification  for 
contracted  legal  services;  and  4)  a  $30,000  budget  modification  for  appraising  state  buildings.  The 
deductible  reserve  would  fund  property  insurance  deductibles  of  $100,000  per  occurrence.  The  cost  of 
deductibles  has  not  been  included  in  insurance  premiums  before.  RMTD  has  paid  deductibles  from  the 
self-insurance  fund  balance. 

Even  with  a  $2.4  million  premium  increase  over  the  biennium,  the  cash  balance  of  the  self-insurance  fund 
is  estimated  to  decline  by  nearly  $1.59  million  over  the  1995  biennium.  Annual  premium  income  does 
not  cover  projected  claims  and  operating  costs  in  either  fiscal  1994  or  1995.  Table  B  shows  the  actual 
cash  balance  of  the  self-insurance  fund  for  fiscal  years  1987  through  1992  and  the  projected  cash  balance 
through  fiscal  1995.  The  projected  cash  balance  of  the  fund  in  fiscal  1995  ($497,190)  is  below  the 
statutory  limit  of  $750,000  liability  for  a  single  claim  and  below  the  amount  that  RMTD  would  like  to 
set  aside  for  a  deductible  reserve  ($780,000).  Premium  income  in  Table  B  includes  premium  payments 
for  commercially  purchased  policies  as  well  as  the  self-insurance  premiums  for  automobile  and  general 
liability   coverage. 
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Table  B 

Actual  and  Estimated  Self-Insurance  Cash  Balance 

Fiscal  Year  1987  through  Fiscal  Year  1995 

Revenue 

Expendit 

ires 

Annual 

Beginning 

Insurance 

Interest 

Loss  Adj. 

Operating 

Ending 

Increase 

Year 

Balance 

Premiums 

Proceeds** 

Earnings 

Claims*** 

Expenses 

Costs 

Balance 

(Decrease) 

1987 

$8,003,971 

$2,997,010 

0 

$639,668 

$5,-123,718 

$167,367 

$1,178,495 

$4,871,069 

($3,132,902) 

1988 

4,871,069 

3,492,277 

0 

548,812 

2,329,460 

194,950 

943,318 

5,444,430 

573,361 

1989 

5,444,430 

3,282,854 

612,128 

578,549 

2,608,783 

390,146 

1,374,222 

5,544,810 

100,380 

1990 

5,544,810 

3,699,927 

2,296 

516,399 

1,429,083 

1,551,054 

1,207,966 

5,575,329 

30,519 

1991 

5,575,329 

3,750,342 

141,466 

595,004 

3,301,918 

1,249,749 

1,100,013 

4,410,461 

(1,164,868; 

1992 

4,410,461 

3,981,486 

294,946 

461,565 

2,856,445 

1,353,058 

1,215,019 

3,723,936 

(686,525; 

1993* 

3,723,936 

4,213,193 

0 

425,485 

3,574,615 

1,450,000 

1,248,708 

2,089,291 

(1,634,645; 

1994* 

2,089,291 

4,777,021 

0 

238,716 

3,301,292 

1 ,503,058 

1,446,732 

853,946 

(1,235,345; 

1995* 

853,946 

5,827,966 

0 

97,569 

3,301,292 

1,503,058 

1,477,941 

497,190 

(356,756, 

'Estimated 

"Insurance  proceeds  are  unpredictable  and  are  not  estimated  for  FY  93-FY  95. 

Insurance  pi 

occeds,  received 

from  commercial  insurance  carriers 

are  deposited 

in  the  self-insurance  fund  and  applied  directly  to 

payment  of  the  loss. 

'••Claims  expenditures  are  for  lawsuits  and  pro  se 

claims  paid  from  the  self-insurance  fund. 

Source 

Department 

)f  Administration  and  the  Executive  Budget 

Actuarial  reviews  of  the  self-insurance  program  concluded  that  it  has  an  unfunded  liability  (cash  assets 
will  not  cover  potential  losses).  A  1986  actuarial  report  estimated  total  liability  at  $38  million.  Estimated 
total  liability  for  the  self-insurance  fund  has  declined  in  each  of  a  series  of  actuarial  reviews  over  the  last 
several  years.  The  most  recent  review  (March  1992)  placed  total  projected  losses  for  fiscal  1981  through 
fiscal    1992   at  $15   million   ($18   million   through   fiscal    1993). ' 

The  actuarial  reports  attribute  the  decline  in  total  liability  to  statutory  changes  limiting  state  liability  to 
$750,000  for  each  claim  and  $1.5  million  for  each  occurrence  (section  2-9-108,  MCA).  Division  personnel 
also  attribute  the  improvement  to:  1)  more  timely  response  to  claims  and  lawsuits  filed  against  the  state; 
and  2)  the  administrative  philosophy  of  resolving  claims  that  have  merit  and  aggressively  defending  and 
litigating  all   other  cases. 

Total  premium  payments  in  fiscal  1992  were  $4.0  million--$3.125  for  self-insured  risks  and  about  $838,000 
for  commercial  coverage.  If  the  executive  were  to  fund  current  level  operating  costs  and  the  minimum 
actuarially-estimated  discounted  losses  in  fiscal  1994,  premium  income  would  need  to  be  raised  by  about 
$2.5  million  (59  percent)  above  fiscal  1992  budgeted  premiums.  Fiscal  1995  premium  income  would  need 
to  increase  about  $3.0  million  (67  percent)  above  fiscal  1992  budgeted  premiums.  The  proposed  premium 
rates  for  self-insurance  are  $3.7  million  lower  than  the  amount  estimated  to  fund  minimum  discounted 
losses. 

In  addition  to  rate  increases,  agency  budgets  for  insurance  costs  are  changing  due  to  the  allocation  of  self- 
insurance   premium   among  agencies.      Table   C   compares  insurance   premiums   charged   to   agencies   in   the 


'These  estimates  represent  the  lowest  of  a  range  of  three  actuarial  projections  of  discounted 
losses.  Discounted  estimates  assume  cash  is  set  aside  to  pay  future  claims  and  that  set  aside  funds 
earn  6.0  percent  interest  compounded  annually.  The  lowest  undiscounted  estimate  of  projected  losses 
through   fiscal    1993   is  $22   million. 
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1993  biennium   to  those   proposed  for  the    1995  biennium.      Premium   differences   are   due  to:      1)  a  change 
in   method   of  allocating  insurance   premiums;   and   2)  the   $2.4   million   proposed   premium   increase. 


Table  C 

Budgeted  and  Proposed  Insurance  Premiums 

(Including  Commercial  Insurance) 

Fiscal 

Fiscal 

Fiscal 

Fiscal 

biennial  Change 

Agency 

1992 

1993 

1994 

1995 

Amount 

Percent 

94  to  95 

Administration 

$191,776 

$205,871 

$169,081 

$187,102 

($41,463) 

(10.43) 

10.658 

Agriculture 

8,803 

9,181 

21,517 

27,143 

30,676 

170.58 

26.144 

Arts  Council 

425 

450 

1,419 

1,804 

2,348 

268.32 

27.139 

Board  of  Education 

731 

774 

613 

784 

(108) 

(7.19) 

27.795 

Board  of  Crime  Control 

1,468 

1,554 

1,943 

2,482 

1,403 

46.43 

27.766 

Commerce 

62,043 

64,115 

66,969 

84,569 

25,380 

20.12 

26.282 

Comm.  Pol.  Practices 

326 

344 

508 

645 

483 

72.03 

27.089 

Consumer  Council 

399 

423 

602 

767 

547 

66.58 

27.485 

Corrections  and  Human 
Services 
Environ.  Quality  Counc. 

328,980 

347,765 

370,592 

449,407 

143,255 

21.17 

21.267 

260 

274 

1,087 

1,378 

1,931 

361.53 

26.738 

Family  Services 

72,401 

75,377 

164,572 

196,134 

212,928 

144.09 

19.179 

Fish,  Wildlife,  &  Parks 

441,671 

464,460 

220,215 

273,395 

(412,521) 

(45.53) 

24.149 

Governor's  Office 

8,847 

9,087 

13,596 

16,306 

11,967 

66.73 

19.932 

Health 

29,393 

31,013 

52,675 

67,475 

59,745 

98.91 

28.097 

Highway  Traffic  Safety 

635 

671 

1,458 

1,863 

2,015 

154.30 

27.793 

Historical  Society 

21,414 

21,713 

61,271 

64,068 

82,212 

190.63 

4.565 

Justice 

109,776 

112,804 

130,954 

166,470 

74,845 

33.63 

27.121 

Lands 

110,204 

111,785 

163,544 

203,733 

145,289 

65.45 

24.574 

Labor  and  Industry 

64,498 

68,100 

104,694 

132,794 

104,890 

79.10 

26.840 

Legislative  Auditor 

2,467 

2,594 

9,136 

11,623 

15,698 

310.18 

27.221 

Legislative  Council 

2,387 

2,517 

8,106 

10,339 

13,541 

276.12 

27.540 

Legis.  Fiscal  Analyst 

725 

767 

2,653 

3,395 

4,555 

305.32 

27.958 

Library  Commission 

1,414 

1,495 

5,362 

6,855 

9,308 

319.99 

27.839 

Livestock 

19,002 

19,347 

41,190 

49,479 

52,320 

136.43 

20.125 

Military  Affairs 

69,140 

73,737 

45,567 

51,545 

(45,765) 

(32.03) 

13.119 

Natural  Resources 

44,185 

45,504 

69,829 

83,797 

63,936 

71.29 

20.003 

Public  Employees'  Ret. 

1,490 

1,610 

3,344 

4,185 

4,429 

142.87 

25.157 

Public  Instruction 

29,435 

30,896 

28,498 

35,435 

3,602 

5.97 

24.341 

Public  Service  Comm. 

3,421 

3,559 

9,808 

12,338 

15,166 

217.28 

25.791 

Revenue 

91,748 

95,514 

131,992 

165,918 

110,647 

59.09 

25.703 

School  for  Deaf  &  Blind 

8,826 

9,460 

20,274 

24,515 

26,503 

144.94 

20.923 

Secretary  of  State 

1,363 

1,434 

4,682 

5,857 

7,741 

276.77 

25.097 

Social  &  Rehab.  Services 

214,350 

226,344 

123,106 

155,085 

(162,503) 

(36.87) 

25.977 

State  Auditor 

5,347 

5,634 

11,900 

15,032 

15,951 

145.26 

26.321 

State  Fund 

62,374 

65,997 

37,945 

47,043 

(43,383) 

(33.80) 

23.977 

Supreme  Court 

15,332 

15,876 

20,184 

24,920 

13,897 

44.53 

23.462 

Teachers'  Retirement 

465 

491 

1,809 

2,309 

3,162 

330.71 

27.660 

Transportation 

996,618 

1,041,962 

1,660,426 

2,106,886 

1,728,732 

84.80 

26.888 

University  System 

975,332 

1,042,583 

993,432 

1,132,492 

108,008 

5.35 

13.998 

Vo-Tech  Council 
Total 

105 
$3,999,576 

111                     468                    597                  849         392.98 
$4,213,193         $4,777,021         $5,827,966       $2,392,218            29.13 
na  Risk  Management  and  Tort  Defense  Division  Self-Insurance 

27.530 

22.000 

SOURCE:  "Actuarial  Rep 

ort  to  State  of  Monta 

Fund";  Martin  A.  Lewis; 

Tillinghast;  Denver, 

Colorado;  March  17,  1992. 

A  number  of  years  ago,  RMTD  staff  developed  a  five-factor  formula  that  was  used  to  distribute  self- 
insurance  premium  among  agencies.  After  reviewing  the  formula,  the  RMTD  actuary  recommended  a 
different  allocation  method  based  on  the  previous  three  years  actual  loss  experience  for  an  agency  and  the 
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number  of  FTE  and  vehicles  in  an  agency  relative  to  total  state  FTE  and  vehicles.  These  variables  were 
designed  to   more   closely   associate   premium   allocation   with   loss  experience   and   exposure. 

The  Department  of  Transportation  (DOT)  experiences  the  largest  increase  from  fiscal  1992  to  1994  ($1.7 
million)  because  it  has  the  highest  loss  experience  of  all  agencies,  accounting  for  67  percent  of  all  state 
losses  over  the  three  previous  years  and  it  also  has  the  highest  estimated  exposure  (25  percent  of  total 
FTE  and  vehicles).  Other  agencies  experiencing  large  dollar  increases  are:  departments  of  Family  Services; 
State  Lands;  Corrections  and  Human  Services;  and  Revenue.  Other  agencies  experience  decreases  in  the 
self-insurance  premium  allocation  between  biennia  even  though  there  is  a  $2.4  million  increase  in  total 
premium  to  be  collected.  These  agencies  are:  departments  of  Fish,  Wildlife,  and  Parks;  Social  and 
Rehabilitation   Services;  Administration;   Military  Affairs;  State   Fund;  and   the   Board   of  Public   Education. 

Although  the  dollar  changes  are  smaller,  some  agencies  experience  shifts  that  are  comparatively  larger  than 
those  experienced  by  DOT.  For  instance  the  Vocational  Education  Advisory  Council,  Environmental  Quality 
Council,  the  Legislative  Auditor,  Library  Commission,  Legislative  Fiscal  Analyst,  and  Teachers'  Retirement 
Division  all  experience  premium  increases  proportionally  higher  than  DOT.  RMTD  attributes  these  shifts 
more  to  the   allocation   methodology   than   the   premium   increase. 

Establishing  Self-Insurance   Rates 

The  most  recent  actuarial  report  recommended  that  a  reserve  (surplus)  account  be  established  for  RMTD. 
As  noted  earlier,  the  self-insurance  fund  is  projected  to  have  an  ending  cash  balance  of  $497,190  at  the 
end  of  fiscal  1995.  The  unfunded  liability  of  the  self-insurance  fund  is  estimated  to  be  $13.0  million  ($15 
million   total   liability  less   $2.0  million   projected  ending  cash  balance)   as   of  the   end   of  fiscal    1992. 

The  issue  that  the  legislature  faces  in  establishing  rates  to  fund  the  self-insurance  program  is  large 
premium  increases  to  achieve  actuarial  soundness  versus  adopting  premiums  that  support  a  "pay  as  you 
go"  fund  balance.  The  rates  in  the  Executive  Budget  reflect  a  "pay  as  you  go"  concept.  The  danger  in 
maintaining  too  low  a  fund  balance  is  that  more  claims  may  come  due  than  anticipated,  necessitating  a 
supplemental  appropriation.  The  supplemental  would  be  complicated  if  funds  were  recouped  from  all 
sources  that  pay  insurance  premiums.  On  the  other  hand,  maintaining  large  surpluses  may  have  an 
influence  on  the  size  of  state  liability  established  in  lawsuits.  The  legislature  will  need  to  evaluate 
whether  the  rates  recommended  in  the  Executive  Budget  establish  an  acceptable  cash  and  self-insurance 
fund  balance  for  the    1995  biennium. 

Subsidies  Among  Computer   and   Telecommunications   Services 

The  1991  Legislature  approved  funds  for  all  agencies  to  pay  a  new  fee  to  fund  data  network  services. 
Agency  budgets  were  adjusted  to  include  authority  to  pay  a  monthly  fee  of  $40  per  personal  computer  and 
$30  per  "dumb"  terminal,  adding  about  $3.2  million  to  agency  budgets  over  the  1993  biennium.  However, 
part  of  the  increase  was  offset  by  $1.5  million  in  rate  decreases  for  other  computer  services  that  had  been 
supporting  expanding  network  services.  The  network  fee  funded  installation  of  a  buried  fiber  optic  cable 
in  the  capitol  complex  and  continued  purchase  of  equipment  and  software  necessary  to  connect  personal 
computers  to  the  statewide  data  network  and  to  local  area  networks.  The  statewide  data  network  connects 
agency  personal  computers  to  the  state  mainframe  and,  via  the  mainframe,  to  personal  computers  in  other 
agencies. 

Even  with  the  network  rate  increase,  the  department  testified  during  the  1991  session  that  network 
services  would  need  a  subsidy  from  mainframe  computer  revenue  of  about  $600,000  in  fiscal  1992  and 
about   $100,000   in    fiscal    1993.         However,    the    department    anticipated    that   growth   in    the   numbers   of 
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personal  computers  connected  to  the  statewide  data  network  would  be  sufficient  to  enable  data  network 
service  to  be   nearly,   if  not  fully,   self  supporting  in   the    1995   biennium. 

Data  network  services  have  not  approached  the  level  of  revenue  anticipated  by  the  department.  While 
fiscal  1992  revenues  were  about  $500,000  higher  than  estimated  during  the  1991  session,  data  network 
services  costs  exceeded  projections  by  about  $1.4  million.  Cost  increases  were  due  to  several  unanticipated 
projects,  including  two  projects  that  replaced  "dumb"  terminals,  connected  to  the  state  data  network,  with 
personal  computers.  The  department  incurred  the  full  cost  of  connecting  personal  computers  to  the 
network,  with  a  net  monthly  increase  in  revenue  of  only  $10  per  machine  ("dumb"  terminal  connections 
were   assessed   $30  per  month   prior  to  the   conversion). 

Table  D  shows  the  actual  costs  and  revenues  for  major  computer  and  telephone  services  for  fiscal  1992 
compared  to  the  estimated  revenue  and  costs  for  fiscal  years  1993,  1994  and  1995.  Data  network  services 
fell  short  of  recovering  costs  by  $1.4  million  in  fiscal  1992.  The  shortfall  was  covered  by  fund  balances 
in   the   ISD   proprietary   account  and   telephone   revenues. 
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Table  D 

Comparison  of  Income  and  Expenses  by  Service 
Information  Services  Division 

Fiscal  1992  Actual  and  Estimated  Fiscal  1993,  1994  and  1995 

Service  Type 

Actual 
Fiscal  1992 

Estimated- 

Fiscal  1993 

Fiscal  1994 

] 
Fiscal  1995 

PT95  Percent 
of  Total 

Mainframe  Processing 
Revenue 
Costs 
Subtotal 

$6,050,574 
6.250.923 
($200,349) 

$6,673,954 
5.889.371 
$784,583 

$7,350,292 
7.097.259 
$253,033 

$6,893,233 
7.216.944 
($323,711) 

35.34% 
36.17% 
71.94% 

Data  Networks 
Revenue 
Costs 
Subtotal 

$2,823,777 

4,264,056 

($1,440,279) 

$3,180,845 
4,194,919 

($1,014,074) 

$3,996,424 
4,596,767 
($600,343) 

$4,231,384 
4,694,183 
($462,799) 

21.69% 

23.53% 

102.85% 

Systems  Development 
Revenue 
Costs 
Subtotal 

$859,622 
841,963 
$17,659 

$883,501 
865,978 
$17,523 

$941,419 
943,234 
($1,815) 

$941,419 

956,653 

($15,234) 

4.83% 
4.79% 
3.39% 

Telecommunications-Voice/Video 
Revenue                                    $7,401,002 
Costs                                           6,907,833 
Subtotal                                       $493,169 

$7,240,840 
6,990,355 
$250,485 

$7,434,633 
7.262.246 
$172,387 

$7,438,001 
7,086,210 
$351,791 

38.14% 

35.51% 

-78.18% 

GRAND  TOTAL 

Revenue 

Costs 
Total 

$17,134,975 

18.264.775 

($1,129,800) 

$17,979,140 
17.940.623 

$38,517 

$19,722,768 
19.899.506 
($176,738) 

$19,504,037 
19,953.990 
($449,953) 

100.00% 
100.00% 

100.00% 

Cash  Balance 

$2,094,105 
no  date. 

$2,132,622 

$1,955,884 

$1,505,931 

Source:  ISD  workpapers 

The  department  projects  that  data  network  services  will  continue  to  require  a  subsidy  during  the  1995 
biennium.  The  subsidy  is  funded  from  the  fund  balance  in  the  ISD  proprietary  account,  mainframe 
processing  revenues,   and   telephone   services. 

Legislative  Intent  -  The  1991  Legislature  included  language  in  House  Bill  2  directing  the  department  to 
submit  a  cost  recovery  plan  for  each  of  its  proprietary  operations  to  OBPP  and  LFA.  The  language  was 
broad,  but  the  intent  of  the  legislature  was  that  the  cost  recovery  plans  identify  subsidies  of  services  that 
are   priced  below   cost  (see   p.   A-175,   LFA  Appropriations   Report,    1993   Biennium). 

The  department  submitted  information  contained  in  Table  D.  However,  the  department  updated  cost/revenue 
information  after  the  original  submittal,  once  to  include  fiscal  1992  actuals  and  once  to  reallocate  costs 
and  revenues  among  services.     The  department  shifted  about  $650,000  of  costs  from  data  network  services 
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to  mainframe  processing  income.  The  department  moved  costs  associated  with  network  connections  to 
regional  hubs  from  the  data  network  services  to  the  mainframe  computer  on  the  rationale  that  the 
mainframe   should   pay   for   the   connections   to   regional   hubs. 

The  department  did  not  continue  the  cost  shift  for  regional  hub  data  connections  into  the  1995  biennium 
cost  recovery  and  cost  allocation.  Since  the  cost  shift  was  recorded  in  fiscal  1992  only,  it  was  not  possible 
to  determine  the  allocation  of  costs  among  services  from  the  data  submitted  by  the  department  in 
compliance   with   House   Bill   2   language. 

Options   -   The   legislature   may   consider   requesting   the   department   to   work    with   the   LFA   and   OBPP  to 
determine   a   reporting  format  that   clearly  illustrates   cost  and   revenue   allocations   among   ISD   services. 
The   legislature   may   also   consider   requesting   the   department   to   present   a   plan   to   achieve   cost  recovery 
of  data  network   services   within   a   specified   time  frame. 

Upgrade   of  State   Mainframe   Computer 

The  Executive  Budget  includes  about  $1.8  million  in  proprietary  funds  over  the  biennium  to  upgrade  the 
state  mainframe  computer.  The  department  manages  the  only  mainframe  computer  that  can  be  used  by 
any  state  agency.  The  mainframe  has  been  upgraded  several  times,  most  recently  during  the  1993 
biennium. 

The  department  will  need  to  upgrade  the  mainframe,  since  the  current  machine  cannot  accommodate 
projected  increases  in  utilization-about  15  percent  each  year  of  the  1995  biennium.  Utilization  has 
increased  at  an  average  annual  compounded  rate  of  31  percent  from  fiscal  1985  through  fiscal  1993. 
Increases  are  due  to  development  of  systems  such  as  TEAMS  (the  economic  assistance  management  system) 
and  the  drivers'  license  and  motor  vehicle  registration  systems.  The  department  plans  upgrade  of  the 
mainframe  with  the  intent  of  staying  about  two  generations  behind  the  newest  technology.  The  department 
can   purchase   used   machines   at  significant  cost   savings   over  the   initial   purchase   price   of  new   machines. 

Utilization  increases  and  computer  equipment  cost  reductions  fueled  mainframe  rate  decreases.  In  fiscal 
1992,  the  department  reduced  mainframe  rates  24  percent  and  in  fiscal  1993  rates  dropped  by  32  percent. 
The  rate  reductions  included  in  the  1995  biennium  budget  are  30  percent  in  fiscal  1994  and  38  percent 
in   fiscal    1995. 

Language   Appropriation   for   Architecture   and    Engineering   Division 

The  Executive  Budget  is  recommending  a  language  appropriation  to  transfer  cash  from  the  long-range 
building  account  into  the  state  special  revenue  account  in  A&E.  Historically,  the  legislature  has 
appropriated  such  funds  in  a  regular  appropriation  in  House  Bill  2.  Legislative  Council  staff  reviewed 
language  appropriations  and  concluded  that  such  appropriations  need  to  state  the  maximum  amount  that 
can  be  appropriated  in  order  to  legal,  valid  appropriations.  If  the  legislature  adopts  a  language 
appropriation  for  the  long-range  building  cash  transfer,  it  may  wish  to  clearly  limit  the  appropriation  of 
long-range  building  cash  to  an  amount  no  greater  than  the  state  special  revenue  appropriation  for  A&E 
included   in   the   general    appropriations   act. 
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Director's  Office 

Program  Summary 

Actual 

Current 

Current 

LFA 

Budget  Item 

Expenditures 
Fiscal  1992 

Ijcvel 
Fiscal  1992 

Ijovel 
Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Change 
92  --  94 

FTE 

9.00 

7.00 

7.00 

7.00 

6.78 

7.00 

6.78 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

287,779 
38,947 
25,269 

$351,997 

278,939 
31,145 
13.529 

$323,613 

267,863 
28,594 

$296,457 

310,095 

32,559 

6,944 

$349,598 

296,350 

33,687 

6,944 

$336,981 

310,737 

33,436 

4,665 

$348,838 

296,976 

35,460 

6,944 

$339,380 

31,156 

1,414 

(6,585 

$25,985 

Fund  Sources 

285,070 
66.926 

255,245 
68.368 

229,378 
67,079 

258,008 
91.590 

245,150 
91.831 

256,717 
92,121 

246,986 
92,394 

2,763 
23,222 

General  Fund 
Proprietary  Fund 

Total  Funds 

$351,997 

$323,613 

$296,457 

$349,598 

$336,981 

$348,838 

$339,380 

$25,985 

A 


Program  Description 


The  Director's  Office  is  responsible  for  overall  supervision  and  coordination  of  eight  divisions  within  the 
agencies  and  five  administratively  attached  boards  and  agencies.  The  staff  provides  legal  services,  internal 
management  reviews   and   assistance   in   special   projects. 

LFA  Current  Level 

FTE  decrease  by  2.0  from  fiscal  1992  actual  to  current  level  due  to  removal  of  a  one-time  appropriation 
for  the  Appellate  Defender  Commission.  Personal  services  costs  increase  $31,156  from  fiscal  1992  to  fiscal 
1994   due   to   fully  funding   the    1993  biennium   pay   plan   and   vacancy   savings   in   fiscal    1992. 

Operating  expenses  increase  due  to:  1)  travel  costs  of  about  $600  for  an  additional  meeting  of  the  capital 
advisory  council  (one  meeting  held  in  1993  biennium);  2)  indirect  costs  of  about  $740  each  year  to  support 
the  data  processing  unit  in  the  Accounting  and  Management  Support  Division;  3)  net  changes  in  fixed  costs 
of  about  $700  in  fiscal  1994  and  $1,000  in  fiscal  1995;  4)  about  $200  in  training  each  year  for  legal  and 
professional  staff;  and  5)  a  cyclical  cost  adjustment  in  mainframe  computer  processing  of  about  $150  to 
track  legislation  during  the  1995  session.  These  increases  are  partially  offset  by  decreases  in  computer 
network   fees  of  about   $1,000   annually. 

Equipment  includes:  1)  replacing  two  personal  computers  each  year;  2)  replacing  a  laser  printer  in  fiscal 
1994;   and   3)   Lotus   and  WordPerfect   software   upgrades   in   fiscal    1995. 

Funding 

The  program  is  funded  from  general  fund  and  proprietary  funds.  The  Legal  unit  (1.83  FTE  and  operating 
costs)  is  funded  from  assessments  paid  by  the  retirement  systems  and  non-general  fund  programs  in  the 
department  that  use   legal    services. 
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DEPARTMENT  OF  ADMINISTRATION 

Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                          Fiscal  1992      Fiscal  1992 

Accounting 

Current 
Level                 LFA 
Fiscal  1993       Fiscal  1994 

&  Management  Support 

Executive              LFA              Executive 
Fiscal  1994      Fiscal  1995      Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

24.25 

24.25 

24.25 

24.25 

22.83 

24.25 

22.83 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Transfers 
Debt  Service 

723,953 

449,052 

2,871 

16,775 

16,281,824 

2.433.125 

729,050 

342,538 

2,871 

690,139 
335,461 

808,784 

345,962 

4,297 

784,308 

353,944 

5,563 

811,201 

295,515 

2,801 

786,618 

309,105 

2,944 

79,734 
3,424 
1,426 

Total  Costs 

$19,907,602 

$1,074,459 

$1,025,600 

$1,159,043 

$1,143,815 

$1,109,517 

$1,098,667 

$84,584 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Capital  Projects  Fund 
Proprietary  Fund 

Total  Funds 

18,561,235 

494,057 

826,130 

26.179 

$19,907,602 

1,043,183 

31.276 
$1,074,459 

993,239 

32.361 
$1,025,600 

1,090,895 

68.148 
$1,159,043 

1,075,669 

68.146 
$1,143,815 

1,041,591 

67,926 
$1,109,517 

1,030,741 

67.926 
$1,098,667 

47,712 
36.872 

$84,584 

Program  Description 

The  Accounting  and  Management  Support  Division  is  organized  into  2  bureaus  and  2  units.  The 
Accounting  Bureau  maintains  the  Statewide  Budgeting  and  Accounting  System  (SBAS),  establishes  state 
accounting  policies  and  procedures,  and  prepares  the  state  Comprehensive  Annual  Financial  Report.  The 
Management  Support  Bureau  provides  financial,  budgeting,  and  accounting  support  services  to  all  department 
programs  and  manages  the  State  Treasury.  The  Personnel  unit  administers  personnel  and  payroll  functions 
for  the  department.  The  Data  Processing  unit  administers  all  data  processing  functions  of  the  department, 
except  for  those   of  the   Information   Services   Division. 

LFA  Current  Level 

The  program  budget  increases  $84,584  from  fiscal  1992  to  fiscal  1994.  Most  of  the  increase  is  in  personal 
services  costs  due  to  fully  funding  the  1993  biennium  pay  plan,  vacancy  savings  in  fiscal  1992,  and 
upgrades  of  four  positions:  1)  a  grade  15  personnel  officer  to  a  grade  16;  2)  grade  14  information 
specialist  to  grade  15;  2)  grade  12  accountant  to  grade  13;  and  4)  grade  8  secretary  to  a  grade  9 
accounting  technician.  The  upgrades  of  the  accountant  and  personnel  officer  were  the  result  of  class 
reviews. 

There  are  two  programs  in  this  division-the  Accounting  Bureau  and  Management  Support  and  Personnel 
program.      The  budget  for  each   of  these   functions  is   explained   in   more   detail. 

Accounting  Bureau  Table  1  shows  the  changes  in  the  Accounting  Bureau.  Most  of  the  increase  is  in 
personal  services  due  to  fully  implementing  the  1993  biennium  pay  plan.  Operating  costs  decline  between 
fiscal  1992  and  1994  due  to  the  proposed  mainframe  processing  rate  decrease  which  reduces  costs  about 
$33,000  in  fiscal  1994  and  $42,500  in  fiscal  1995.  This  reduction  is  offset  by  increases  in:  1)  mainframe 
processing  of  about  $7,000  annually  due  to  historic  and  anticipated  growth  in  SBAS  transactions;  2)  about 
$8,400  annually  in  system  development  costs  for  programming  support  for  SBAS;  and  3)  about  $15,800  in 
fiscal  1994  due  to  budgeting  the  full  biennial  cost  of  the  legislative  audit  of  SBAS.  The  audit  is  budgeted 
for  $35,772   compared   to   actual   expenditures   of  $19,939   in   fiscal    1992   and   a    1993  biennial   appropriation 


Department  of  Administration 


Accounting  and   Management  Support   Division 


A-193 


Department  of  Administration 


Accounting  and   Management  Support  Division 


of      $33,833.  Equipment       includes 

replacement  of  a  microfiche  reader/printer 
and  replacement  of  personal  computer 
software. 

The  program  eliminated  printing  of 
several  hard  copy  reports  to  reduce 
general  fund  costs  by  $8,390  in  fiscal 
1992  and  $11,710  in  fiscal  1993.  The 
program  also  reduced  general  fund  costs 
by  not  contracting  for  an  input/output 
operator  for  SBAS  operations  during  the 
day.  These  reductions  are  continued  in 
the   LFA  current  level  budget. 


Table  1 
Accounting  Bureau 


Budget  Item 


Actual  — Current  Level —  Change 

FY  1992         FY  1994         FY  1995  92  to  94 


FTE 


10.00 


10.00 


10.00 


Personal  Services           $317,626  $358,964  $359,750 

Operating  Expenses         294,111  293,273  248,512 

Equipment                              1,298  2.300  923 

Total  Costs                       $613,035  $654,537  $609,185 

C.eneral  Fund $613,035  $654,537  $609,185 


0.00 

$41,338 

(838; 

1.002 


Table  2 
Management  Support/Personnel  Program 


Budget  Item 


Actual 
FY  1992 


— Current  Level — 
FY  1994         FY  1995 


Change 
92  to  94 


14.25 

$411,424 

48,427 

1.573 


14.25 


14.25 


$449,820        $451,451 

52,689  47,003 

1.997  1.878 


$461,424        $504,506        $500,332 

$430,148        $436,358        $432,406 
31,276  68,148  67.926 


0.00 

$38,396 

4,262 

424 

$43,082 

$6,210 
36,872 


Management  Support  and  Personnel 
Table  2  shows  the  changes  in  the 
Management  Support  and  Personnel 
program      current      level.  Personnel 

services  costs  show  the  largest  increase. 
Operating  costs  rise  primarily  due  to 
fully  budgeting  the  department-wide 
general  fund  cost  of  the  legislative  audit 
in  the  first  year  of  the  biennium.  The 
audit  is  budgeted  for  $6,455  compared  to 
actual  expenditures  of  $2,525  and  a 
1993  biennial  appropriation  of  $7,203. 
The  portion  of  the  department  legislative 
audit  cost  allocated  to  the  general  fund 
is  budgeted  in  this  program.  The 
portion  of  the  legislative  audit  cost 
allocated  to  non-general  fund  sources  is 
budgeted  in  other  programs  funded  by 
sources  other  than  the  general  fund.  Equipment  includes:  1)  replacement  of  a  long  carriage  printer;  2) 
replacement  of  three  chairs;  and  3)  local  area  network  problem  analyzer  software  and  replacement  software. 

Funding 

The  Accounting  Bureau  is  funded  from  the  general  fund.  The  Management  Support  and  Personnel  program 
is  funded  from  general  fund  and  proprietary  funds.  Investment  proprietary  funds  support  1.0  FTE  and 
operating  costs.  The  amount  of  proprietary  funds  budgeted  for  the  program  doubles  over  actual  costs  in 
fiscal  1992.  Part  of  the  cost  of  the  Data  Processing  (DP)  unit  is  recovered  through  assessments  paid  by 
the  retirement  systems  and  non-general  fund  programs  for  department-wide  services  provided  by  the  DP 
unit.      This   cost  recovery  offsets   a   portion   of  the   general   fund   cost   with   proprietary  funds. 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

General  Fund 
Proprietary  Funds 

Total  Funds 


$461,424   $504,506   $500,332    $43,082 
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ProgTam  Summary 

Actual  Current  Current 

Expenditures  Level  Level                  LFA 

Budget  Item Fiscal  1992  Fiscal  1992  Fiscal  1993       Fiscal  1994 


Architecture  &  Engineering 


Executive 
Fiscal  1994 


LFA 
Fiscal  1995 


Executive 
Fiscal  1995 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

Total  Costs 

Fund  Sources 


State  Revenue  Fund 
Capital  Projects  Fund 

Total  Funds 


15.00 

474,600 

227,096 

23,130 

715.248 


15.00 

474,601 

227,102 

23,130 

715,248 


15.00 

513,999 

325,122 

2,500 

682.019 


15.00 

545,171 

182,498 

18,459 

746.128 


14.46 

518,171 

188,642 

18,459 


15.00 

546,184 

193,744 

7,928 

747.856 


724,827 
715.248 


724,831 
715.250 


797,418 
726.222 


746,128 
746.128 


$1.440^075   $1.440.081   $1.523.640  _  $1.492.256_ 


725,272 
$725.272 


747,856 
747.856 

$1.495.712 


14.46 

519,149 

200,142 

7,928 


$1,440,075   $1,440,081   $1,523,640   $1,492,256     $725,272   $1,495,712     $727,219 


727,219 
$727.219 


LFA 
Change 
92  --  94 


70,570 

(44,604 

(4,671 

30,880 


$52,175 


21,297 
30.878 


$52.175 


Program  Description 

The  Architecture  and  Engineering  Division  manages  remodeling  and  construction  of  state  buildings. 
Functions  include  overseeing  the  architect/engineer  interview  and  selection  process;  planning  both  new  and 
remodeling  projects;  administering  and  coordinating  plan  reviews;  administering  contracts  with  architects, 
engineers,  and  contractors;  advertising,  bidding,  and  awarding  construction  contracts;  disbursing  building 
construction  payments;  and  providing  design  services  for  small  projects.  The  division  also  formulates  a 
long-range  building  plan   for  legislative   consideration   each   session. 

LFA  Current  Level 

Personal  services  costs  increase  $70,570  from  fiscal  1992  to  fiscal  1994  due  to  fully  funding  the  1993 
biennium  pay  plan  and  upgrades  of  three  positions:  1)  a  grade  13  architect  I  to  a  grade  15  plan 
reviewer;  2)  a  grade  14  accountant  to  grade  15;  and  3)  a  grade  14  architect  to  a  grade  15.  Personal 
services   costs   also   include   about  $1,300   of  overtime   to   meet   cyclical   and   peak   work   loads. 

Operating  expenses  increase  in  several  areas,  due  to:  1)  annualization  of  the  cost  to  support  the  expanded 
long-range  building  program  (LRBP)  approved  by  the  1991  Legislature  of  about  $22,000  each  year  (see 
below);  2)  DofA  indirect  costs  to  support  the  centralized  services  DP  unit  of  about  $6,400  each  year;  3) 
network  fees  of  about  $2,000  each  year;  4)  new  warrant  processing  fees  of  about  $800  annually;  and  5) 
the  legislative  audit  budgeted  for  $1,499  in  fiscal  1994,  compared  to  fiscal  1992  expenditures  of  $481. 
The  1993  biennial  audit  appropriation  is  $1,450.  However,  the  operating  cost  increases  are  more  than 
offset  by  reductions  in:  1)  insurance  and  bonds  of  about  $67,000;  2)  support  for  the  department  legal  unit 
of  about  $4,600;   and   3)   one-time   relocation   expenses  of  $5,000. 

The  1991  Legislature  appropriated  $51,242  annually  to  provide  for  increased  operating  costs  associated  with 
the  LRBP,  the  largest  in  state  history.  Not  all  projects  approved  in  the  LRBP  were  on-line  in  fiscal  1992. 
The  program  expended  only  $29,247  of  the  $51,242  appropriation.  The  LFA  current  level  budget  restores 
the   unspent  balance   of  the   appropriation   for   the   expanded   program   ($21,995). 

Transfers  include  cash  to  be  transferred  from  the  capital  projects  fund  (long-range  building  cash  account) 
into  the  state  special  revenue  account.  Transfers  equal  the  amount  of  capital  projects  funds  transferred 
to   the   state   special   revenue   account.      The   transfer  is   authorized   in   section    17-5-404,   MCA. 
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Equipment  includes:  1)  a  video  recorder;  and  2)  hardware  and  software  for  a  computer-assisted  drawing 
system. 

Funding 

The  program  is  funded  from  the  long-range  building  cash  account.  This  account  receives  29.11  percent 
of  the  cigarette  tax,  interest  from  investments,  and  the  supervisory  fees  which  the  division  collects  for 
assisting  with  building  projects  other  than  those  authorized  as  part  of  the  LRBP.  The  amount  needed 
to  operate  the  division  is  transferred  from  the  long-range  building  cash  account  to  the  state  special  revenue 
account.  The  expenditures  are  not  evenly  divided  between  the  state  special  revenue  and  capital  projects 
funds  in  fiscal  1992  because  there  was  cash  remaining  in  the  state  special  revenue  account  from  fiscal 
1991,   and   therefore,   not  as  much   transfer   authority   was   needed. 
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Program  Summary 


Procurement  &  Printing 


Budget  [torn 


Actual  Current 

Expenditures  lxwel 

Fi  seal  1992       Fiscal  1992 


Current  I-.KA 

IjovoI  LFA  Exocutive  LVA  Exoculivo  Change 

Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995       Fiscal  1995  92-94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

Total  Costs 

Fund  Sources 


General  Fund 
Proprietary  Fund 

Total  Funds 


59.50 

1,555,266 

8,723,690 

77,422 


59.50 

1,526,444 

8,288,827 

248,602 


62.50 

1,671,578 

8,709,666 

75,254 

126,528 


59.50 

1,740,992 

8,536,042 

151,500 

44.200 


56.17 

1,651,841 

9,054,509 

152,356 

44.200 


63.50 

1,838,466 

8,840,369 

122,683 

44,200 


60.17 

1,743,922 

9,501,315 

122,683 

44.200 


214,548 

247,215 

(97,102] 

44,200 


$10,356,378  $10,063,873  $10,583,026  $10,472,734  $10,902,906  $10,845,718  $11,412,120     $408,861 


52,476 
356.385 


418,256      418,262      418,809      470,738      446,921      472,946      449,098 
9.938,122    9,645.611   10.164.217   10.001.996   10.455.985   10.372.772   10.963.022 

$10.356.378  $10.063.873  $10.583.026  $10.472.734  $10.902.906  $10.845.718  $11.412.120    $408.861 


Program   Description 

The  Procurement  and  Printing  Division  has  three  bureaus  that  manage  specific  division  activities.  The 
Publications  and  Graphics  Bureau  provides  printing,  duplicating,  computerized  typography,  layout  and  design, 
graphic  and  illustrative  art,  forms  design,  photo-reprographics,  binding  and  quick  copy,  and  photocopier  pool 
services  for  state  agencies.  The  Property  and  Supply  Bureau  purchases,  stocks,  and  sells  office  supplies, 
paper,  janitorial  supplies,  and  packaged  computer  software  to  state  agencies  and  administers  the  sale  of 
state  and  federal  surplus  property  no  longer  needed  by  state  agencies.  The  Purchasing  Bureau  manages 
centralized  purchasing  for  state  agencies  by  investigating  possible  sources  for  products,  determines  alternate 
product  possibilities,  preparing  specifications,  and  enforcing  the  terms  and  conditions  outlined  in  purchase 
orders.  The  bureau  provides  technical  assistance  to  and  ensures  compliance  with  purchasing  law  and  rule 
for  agencies   with   delegated  purchasing  authority. 

LFA  Current  Level 

Personal  services  costs  increase  $214,548  from  fiscal  1992  to  fiscal  1994  due  to  fully  funding  the  1993 
biennium  pay  plan,  vacancy  savings  experienced  in  fiscal  1992,  and  upgrades  of  several  positions.  A  full- 
time  position  was  transferred  from  the  Information  Services  Division  at  the  beginning  of  the  biennium. 
FTE   increase   by  4.0  between   fiscal    1992   and    1993   to   provide   printing   services   to   the   legislature. 

The  most  significant  operating  cost  increases  for  the  division  are:  1)  cost  and  volume  increases  in  goods 
sold  of  $247,224  in  fiscal  1994  and  $551,551  in  fiscal  1995;  2)  inflationary  adjustments  of  $15,840  in  fiscal 
1992  and  $28,601  in  fiscal  1995;  and  3)  about  $8,100  in  travel.  Operating  expense  increases  and  budgeted 
equipment  are   discussed   in   more   detail   in   the  following  bureau  narratives. 

Publications  and  Graphics  Bureau  Table  3  shows  the  current  level  for  the  Publications  and  Graphics 
Bureau.  FTE  increase  by  0.27  positions  due  to  the  reallocation  of  the  division  administrator  and 
accounting  positions  among  the  division  programs.  Personal  services  increase  by  slightly  more  than 
$100,000  from  fiscal   1992  to  fiscal   1994  despite  downgrades  of  two  positions.     Operating  expenses  increase 
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due  to:  1)  inflationary  adjustments  in 
paper  costs  of  about  $15,300  annually;  2) 
fixed  costs  of  about  $10,000  annually; 
and  3)  the  legislative  audit  budgeted  for 
$11,000  in  fiscal  1994  compared  to 
actual  expenditures  of  $4,752  in  fiscal 
1992.  The       1993      biennial       audit 

appropriation  is  $11,518.  Fiscal  1995 
FTE  increase  by  four  positions,  overtime 
rises  by  about  $22,000,  and  operating 
costs  include  about  $204,000  of  cyclical 
adjustments  to  accommodate  printing 
during  the   legislative   session. 


Table  3 
Publications  and  Graphics  Bureau 


Budget  Item 


Actual 
FY  1992 


— Current  Level —  Change 

FY  1994         FY  1995  92  to  94 


FTE 


26.59 


26.86 


30.86 


0.27 


Personal  Services  $651,920        $757,200        $851,415        $105,280 

Operating  Expenses      4,619,350       4,650,791       4,856,637  31,441 

Equipment  188.008  117.200  120.883  (70.808) 


Total  Costs  $5,459,278     $5,525,191     $5,828,935 

Proprietary  Funds      $5,459,278     $5,525,191     $5,828,935 


$65,913 
$65,913 


Equipment   includes:       1)   replacement   of 

3  high  speed  copying  machines  and  1  mid-volume  copier;  2)  collator  with  stitcher  attachment;  3)  silver 
plate  maker  to  replace  other  equipment;  4)  a  replacement  scoring,  numbering,  and  perfing  machine;  5) 
replacement  of  3  personal  computers;  and  6)  software  upgrades.  The  program  lets  contracts  to  lease 
copying  machines  when  it  is  cost  effective  to  do  so.  Depending  on  the  bids  received,  the  program  may 
lease  the   replacement  high-volume   copiers. 

Property  and  Supply  Bureau  Table  4 
shows  the  Property  and  Supply  Bureau 
1995  biennium  budget  compared  to  fiscal 
1992  expenditures.  FTE  increase  by 
0.02  due  to  reallocation  of  the  division 
administrator  position  among  division 
programs.  Personal  services  increase 
about  $58,000  from  fiscal  1992  to  fiscal 
1994  due  to  upgrades  of  three  positions 
and  fully  funding  the  1993  biennium  pay 
plan.  Operating  expenses  increase  due 
to:  1)  inflationary  adjustments  in  goods 
purchased  for  resale  of  about  $198,000 
in  fiscal  1994  and  $300,000  in  fiscal 
1995;  2)  travel  for  the  federal  surplus 
property  program  of  about  $8,000 
annually;  3)  utility  inflation  of  about  $1,300  in  fiscal  1994  and  $2,000  in  fiscal  1995;  and  4)  legislative 
audit  costs  budgeted  for  $8,273  in  fiscal  1994,  compared  to  actual  expenditures  of  $3,245.  The  1993 
biennium  audit  appropriation  is  $9,786.  Travel  was  curtailed  in  the  federal  surplus  property  program 
because  the  federal   government  had  fewer  property   screenings   while   program   rules   were  being  revised. 

Operating  costs  are  offset  slightly  by  declines  of  about  $4,000  in  computer  system  maintenance  costs.  The 
program  is  replacing  its  computer  system  and  will  finance  a  new  system  over  six  years,  which  is  reflected 
in  the  debt  service  costs.  Payments  for  the  new  system  will  begin  in  fiscal  1993  and  continue  through 
fiscal    1998.      Equipment  includes   replacement  of  a  forklift  and   pickup. 

Purchasing  Bureau  Table  5  shows  the  1995  biennium  current  level  budget  for  the  Purchasing  Bureau 
compared  to  fiscal    1992   expenditures.      FTE   decline   by   0.29   due   to   the  reallocation   of  the   administrator 


Table  4 

Property  and  Supply  Bureau 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994         FY  1995 

Change 
92  to  94 

FTE 

20.33 

20.35 

20.35 

0.02 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

$559,107 

3,570,529 

56,697 

0 

$617,414 

3,782,691 

32,500 

44.200 

$619,697 

3,879,940 

0 

44.200 

$58,307 

212,162 

(24,197) 

44,200 

Total  Costs 

$4,186,333 

$4,476,805 

$4,543,837 

$290,472 

Proprietary  Funds 

$4,186,333 

$4,476,805 

$4,543,837 

$290,472 
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and      accounting     positions.  Annual 

personal  services  costs  increase  despite 
the  reallocation  due  to  position  upgrades 
and  fully  funding  the  1993  biennium  pay 
plan. 

Operating  costs  increase  slightly  due  to 
changes     in     fixed      costs.  Equipment 

includes  replacement  of  a  personal 
computer  each  year  of  the  biennium. 

The  January  1992  special  session  of  the 
legislature  approved  the  transfer  of 
$46,000  in  proprietary  funds  to  the 
general  fund  from  this  program  each  year 
of  the  1993  biennium.  The  fiscal  1992 
transfer  has  been   completed. 


Table  5 
Purchasing  Bureau 


Budget  Item 


Actual        — Current  Level —  Change 

FY  1992       FY  1994       FY  1995       92  to  94 


FTE 


12.58 


12.29 


12.29 


Personal  Services         $315,417  $366,378  $367,354 

Operating  Expenses         98,948  102,560  103,792 

Equipment                            3.897  1.800  1.800 

Total  Costs                     $418,262  $470,738  $472,946 

General  Fund $418,262  $470,738  $472,946 


-0.29 

$50,961 

3,612 

(2.097: 


$52,476 
$52,476 


Funding 

The  division  is  funded  from  proprietary  funds  and  general  fund.  The  Purchasing  program  is  funded  from 
the  general  fund.  The  Publications  and  Graphics  and  Property  and  Supply  programs  are  funded  from 
payments  from  other  state  agencies  for  goods  and  services.  In  fiscal  1992,  about  23  percent  of  agency 
expenditures  for  printing  services  came  from  the  general  fund  and  about  28  percent  of  agency  expenditures 
for  photocopy  pool   services   came  from   the   general   fund. 
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DEPARTMENT  OF  ADMINISTRATION 

Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                            Fiscal  1992       Fiscal  1992 

Current 

Level 

Fiscal  1993 

Information  Services  Division 

LFA              Executive              LFA 
Fiscal  1994       Fiscal  1994      Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

119.14 

118.14 

118.14 

116.64 

114.14 

116.64 

114.14 

(1.50! 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Local  Assistance 
Transfers 
Debt  Service 

4,211,415 

13,364,029 

619,083 

18,714 

1,381,800 

85,575 

534.425 

4,104,245 

8,519,062 

1,857,294 

18,714 

0 

0 

4.273.086 

4,201,656 

8,727,321 

1,597,044 

0 

0 

0 

4,162.469 

4,512,584 

9,819,674 

2,152,431 

0 

0 

0 

2.271.457 

4,434,536 

9,924,326 

2,154,300 

0 

0 

0 

3.310.809 

4,523,829 
10,258,257 

2,007,407 
0 
0 
0 

1,335.593 

4,445,504 
10,346,083 

2,007,185 
0 
0 
0 

2.431.314 

408,339 

1,300,612 

295,137 

(18,714! 

0 

0 

(2.001.629: 

Total  Costs 

$20,215,045 

$18,772,401 

$18,688,490 

$18,756,146 

$19,823,971 

$18,125,086 

$19,230,086 

($16,255: 

Fund  Sources 

299,999 

1,713,261 

18,201.785 

$20,215,045 

0 

0 

18.772.401 

$18,772,401 

0 

0 

18,688.490 

$18,688,490 

0 

0 

18,756.146 

$18,756,146 

0 

0 

19.823.971 

$19,823,971 

0 

0 

18.125.086 

$18,125,086 

0 

0 

19.230.086 

$19,230,086 

0 

0 

(16.255: 

General  Fund 
State  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

($16,255: 

Program   Description 

The  Information  Services  Division  (ISD)  manages  central  computer  services,  and  telephone  communications 
for  state  government.  Centralized  computing  services  include:  1)  central  mainframe  computer  processing; 
2)  shared  statewide  data  communications  network  services  accessing  the  central  mainframe;  3)  data 
processing  planning,  coordination,  and  review  and  approval  of  equipment  and  software  acquisitions;  4) 
design,  development,  and  continuous  maintenance  support  of  data  processing  applications;  5)  data  processing 
training;  6)  microcomputer  and  office  automation  support  and  consultation;  and  7)  disaster  recovery  facilities 
for  critical  data  processing  applications.  Telecommunications  services  include:  1)  local  and  long  distance 
telephone  networking;  2)  design  and  development  of  telephone  equipment,  networking  applications,  and  other 
telecommunications  needs;  3)  management  of  the  statewide  911  emergency  telephone  number  program;  and 
4)  radio   frequency   coordinating  liaison   with   local   government. 

LFA  Current  Level 

FTE  decrease  1.0  from  fiscal  1992  actual  to  current  level  expenditures  due  to  removal  of  a  one-time 
appropriation  for  the  Montana  Education  Telecommunications  Network  (METNET).  FTE  decrease  1.5  from 
fiscal  1992  to  fiscal  1994  current  level  due  to  removal  of  FTE  for  support  of  the  Regents'  Employees 
Reporting  System  (RERS).  Personal  services  costs  increase  due  to  fully  funding  the  1993  biennium  pay 
plan,   vacancy   savings,   and   upgrades   of  23   positions.      Four  positions   were   downgraded. 

The  most  significant  operating  cost  changes  in  the  division  are:  1)  rent  and  lease  cost  increases  of  about 
$400,000  in  fiscal  1994  and  $540,000  in  fiscal  1995;  2)  inflationary  adjustments  that  add  $290,632  in  fiscal 
1992  and  $496,457  in  fiscal  1995;  3)  communications  costs  that  increase  about  $217,000  in  fiscal  1992  and 
about  $500,000  in  fiscal  1995;  3)  $710,000  in  contracted  services  in  fiscal  1994;  4)  computer  equipment 
maintenance  cost  increases  of  about  $80,000  in  fiscal  1994  and  $120,000  in  fiscal  1995;  and  6)  reductions 
of  about  $540,000  annually  in  the  cost  of  funding  telephone  equipment  debt  service.  Operating,  equipment, 
and  debt  service  costs  are  discussed  in  greater  detail  in  the  following  program  narratives.  ISD  is 
comprised  of  the  following  programs:  Administration,  Central  Computer  Operations,  Telecommunications- 
Voice   and  Video,   Telecommunications-Data,  Applications  Services,   and   Emergency   9-1-1. 
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Table  6 
Administration  Program 


Budget  Item 


Actual 
FY  1902 


— Current  Level —      Change 
FY  1994       FY  1995       92  to  94 


Administration    Program        Table    6    compares 

the   1995  biennial  current  level  to  fiscal    1992 

expenditures  for   the   Administration   program. 

Personal    services    increase    over    fiscal     1992 

expenditures    due    to    fully    funding    the    1993 

biennium  pay  plan.     Operating  costs  decrease 

due  to:     1)  removal  of  one-time  legal  costs  of 

$14,739;     and     2)     reductions     in     equipment 

maintenance    costs   of  about   $1,200   annually. 

Inflationary    adjustments    of   $1,528    in    fiscal 

1994    and    $2,663    in    fiscal     1995    and    fixed 

costs       increases       partially        offset       these 

reductions.     The  legislative  audit  accounts  for 

the   difference   between   fiscal    1994   and    1995 

operating     expenses.         It     is     budgeted     for 

$37,258    in    fiscal    1994,    slightly   higher    than 

the    actual    expenditure    of    $34,290,    but    lower    than    the     1993    biennial    budgeted    amount    of    $40,660. 

Equipment   shows   the   biggest   change.      A  replacement   personal    computer   and   printer   are   budgeted   each 

year    of  the    1995    biennium.       In    fiscal    1992,    the    program    purchased    several    personal    computers,    office 

equipment,   and   software,   accounting  for  equipment  and   capital   outlay  expenditures. 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

Total  Costs 

Proprietary  Funds 


15.00 

$595,020 

138,892 

50,035 

2.452 

$786,399 

$786,399 


15.00 

$612,581 

129,942 

4,868 

0 

$747,391 

$747,391 


15.00 

$613,583 

96,109 

4,926 

0 


0.00 

$17,561 
(8,950: 

(45,167: 
(2.452! 


$714,618       ($39,008 
$714,618       <$39,008J 


The  Administration  program  is  funded  from  assessments  levied  against  other  division  programs. 
Administration  program  expenses  are  allocated  as  overhead  to  other  division  programs  in  the  same 
proportion   as  other  program   FTE   to   total   division    FTE. 


Central    Computer  Operations 


Table  7 
Central  Computer  Operations  Program 


Budget  Item 


Actual 
FY  1992 


— Current  Level —  Change 

FY  1994  FY  1995  92  to  94 


FTE 


33.50 


Personal  Services  $1,173,559 

Operating  Expenses  2,063,728 

Equipment  697,825 

Capital  Outlay  6,758 

Debt  Service  1.226.903 

Total  Costs  $5,168,773 

Proprietary  Funds  $5,168,773 


33.50 

$1,240,275 

2,650,123 

656,453 

0 

197.055 

$4,743,906 

$4,743,906 


33.50 

$1,243,318 

2,867,502 

722,089 

0 

156.256 

$4,989,165 

$4,989,165 


0.00 

$66,716 
586,395 

(41,372) 

(6,758) 

(1,029,848) 


($424,867: 
($424,867: 


Table  7 

1995     biennial     current 

1992    expenditures    for 

Operations      program. 

rise    due    to:        1) 

licensing,         and 


annualization  of  expenses  for  the 
support  contracts;  and  5)  travel 
recovery   site. 


compares     the 
level    to    fiscal 
the      Computer 
Operating    expenses 
software         rental, 

replacement  costs  of  about  $400,000  in 
fiscal  1994  and  $540,000  in  fiscal 
1995;  2)  inflationary  adjustments  of 
$73,274  in  fiscal  1994  and  $146,449  in 
fiscal  1995;  3)  supply  costs  of  about 
$57,000  to  convert  from  reel  tapes  to 
cartridge  tapes  and  purchase  additional 
microfilm  supplies  and  additional  paper 
for  anticipated  increases  in  printing;  4) 
contracted  services  of  about  $47,000  for 
increases  in  the  data  entry  contract, 
disaster  recovery  services,  and  slight  increases  in  mechanical  and  technical 
costs  of  about  $7,100  to  test  applications  on   the  computer  at  the  disaster 


Equipment  includes:  memory  and  disk  drive  upgrades,  automated  tape  storage  racks,  completion  of  the 
magnetic  tape  system,  and  a  replacement  plotter.  Debt  service  funds  interest  on  current  installment 
purchases.  Fiscal  1992  debt  service  costs  include  the  next-to-last  payment  on  the  mainframe  computer 
purchased  in  1990.  Since  its  purchase,  the  mainframe  computer  has  been  upgraded  once  (in  the  fall  of 
1991).      The    division    plans   to    stay    about   two    generations   behind    the    most    recent   technology    in    future 
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upgrades  to  the  state  mainframe.  That  schedule  will  allow  the  division  to  purchase  machines  from  the 
used  market  and   achieve   significant  cost   savings   over  the   price   of  a   new   computer. 

The  Computer  Operations  program  is  funded  from  payments  by  state  agencies  that  use  the  state  mainframe 
computer  and  related  services,  such  as  printing  computer  reports.  In  fiscal  1992,  34  percent  of  state 
agency  payments  for  DofA  mainframe   computer  processing  came  from   the   general   fund. 

Telecommunications-Voice  and  Video  Table 
8  compares  the  1995  biennial  current  level  to 
fiscal  1992  expenditures         for         the 

Telecommunications  Voice  and  Video  program. 
This  program  manages  the  state  telephone 
system  for  voice  and  video  transmissions. 
METNET  is  the  only  source  of  video 
transmissions  on  the  voice  and  video  network. 


Table  8 
Telecommunications  Program— Voice 


Budget  Item 


Actual 
FY  1992 


— Current  Level —      Change 
FY  1994       FY  1995       92  to  94 


FI'E 


17.14 


16.14 


16.14 


Personal  Services         $605,153     $573,652     $575,357 
Operating  Expenses  5,152,012    5,443,960    5,766,826 


Equipment 
Capital  Outlay 
Debt  Service 

Total  Costs 


572,054 

5,497 

2.162.984 


633,063 

0 

1.114.539 


335,678 
0 


-1.00 

($31,501) 
291,948 
61,009 
(5,497) 


336.490  (1.048.445: 


$8,497,700  $7,765,214  $7,014,351     ($732,486) 
Proprietary  Funds    $8,497,700  $7,765,214  $7,014,351    ($732,486) 


Due  to  staff  turnover  and  hiring  new 
employees  at  entry  level,  personal  services 
costs  decrease  from  fiscal  1992  to  fiscal  1994. 
Operating  expenses  increase  $291,948  between 
fiscal  1992  and  1994  due  to:  1)  ongoing 
maintenance  and  upgrades  of  wiring,  digital 
trunk     expansion,     and     other     infrastructure 

maintenance  add  about  $250,000  annually;  2)  inflationary  adjustments  of  $202,622  in  fiscal  1994  and 
$318,449  in  fiscal  1995;  3)  lease  of  additional  trunk  lines  to  carry  local  and  long  distance  voice  and  data 
traffic  adds  about  $191,000  in  fiscal  1994  and  $296,000  in  fiscal  1995;  4)  long  distance  charges  for  state 
agency  calls  not  on  the  state  system  will  rise  about  $185,000  in  fiscal  1994  and  $285,000  in  fiscal  1995; 
and  5)  fixed  cost  increases  in  rent  and  insurance  add  about  $4,900  in  fiscal  1994  and  $6,800  in  fiscal 
1995.  Operating  expense  increases  are  partially  offset  by  reductions  of  $542,000  annually  in  telephone 
equipment  charges  as  the  lease  participation  certificates  financing  acquisition  of  the  state  telephone  system 
are  nearing  repayment.  (State  agency  telephone  equipment  rental  costs  also  decline  due  to  this  reduction.) 
Debt   service   declines  because   the   lease  participation   certificates   are   nearing  repayment. 

The  Telecommunications  Voice  and  Video  program  is  funded  by  state  agency  payments  for  the  use  of  the 
state  telephone  system  for  telephone  calls  and  for  video  transmissions.  In  fiscal  1992,  20  percent  of 
payments  made  by  state  agencies  for  DofA  telephone  equipment  rental  came  from  the  general  fund;  15 
percent  of  payments  for  DofA  long  distance  services  came  from  the  general  fund;  and  9  percent  of 
payments  for  telephone   add,   move,   or   change   services  came  from   the   general   fund. 
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Table  9 
Telecommunications  Program— Data 


Budget  Item 


Actual 
FY  1992 


— Current  Level —      Change 
FY  1994       FY  1995       92  to  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Debt  Service 

Total  Costs 


17.50 

$588,281 

963,051 

497,892 

831 

882.516 


17.50 

$738,161 
1,192,958 

819,313 
0 

951.625 


17.50 

$739,669 
1,321,073 

899,911 
0 

834.609 


0.00 

$149,880 

229,907 

321,421 

(831) 

69.109 


$2,932,571  $3,702,057  $3,795,262     $769,486 
Proprietary  Funds    $2,932,571  $3,702,057  $3,795,262     $769,486 


Telecommunications-Data  Table  9  compares 
the  1995  biennial  current  level  to  fiscal  1992 
expenditures  for  the  Telecommunications  Data 
program.  This      program      manages      the 

statewide  network  for  transmission  of 
computer      data.  The      data      network      is 

interconnected  with  the  voice  and  video 
network. 

Personal  services  costs  are  $149,880  higher  in 
fiscal  1994  due  to  vacancies  in  fiscal  1992 
and  fully  funding  the  1993  biennium  pay 
plan.  Operating      costs      increase      about 

$230,000  over  the  same  period  because:  1) 
growth  in  the  number  of  leased  local  and 
long  distance  data  circuits  adds  about  $86,000 
in  fiscal  1994  and  $134,000  in  fiscal  1995;  2) 
maintenance  of  computer  terminals  and  equipment  adds  about  $80,000  in  fiscal  1994  and  $120,000  in  fiscal 
1995;  3)  data  circuit  installations  add  about  $44,000  in  fiscal  1994  and  $70,000  in  fiscal  1995;  4) 
inflationary  adjustments  add  $11,866  in  fiscal  1994  and  $26,111  in  fiscal  1995;  5)  annualization  of  a 
contract  for  technical  support  services  adds  about  $7,000  annually;  and  6)  fixed  rent  and  insurance  costs 
add  about  $1,000   annually. 

Equipment  includes  purchase  of:  1)  replacement  of  local  area  network  equipment  for  personal  computers; 
2)  replacement  of  equipment  in  the  statewide  data  network;  3)  extension  of  the  fiber  optic  cable  to 
additional  buildings  in  the  capitol  area  complex;  4)  completion  of  electronic  routing  and  traffic  control  on 
the  fiber  optic  network;  5)  expansion  of  the  statewide  data  network  to  carry  additional  educational  and 
state  data  traffic;  6)  network  diagnostic  equipment;  6)  software  upgrades  to  the  statewide  data  network; 
and  7)  computer  equipment  that  will  be  acquired  and  leased  to  the  1995  legislature.  Fiscal  1992 
equipment  expenditures  include  $175,000  expended  to  install  a  buried  fiber  optic  cable  in  the  capitol 
complex  that  connected  the  following  buildings  to  the  statewide  data  network  and  state  mainframe 
computer:  Justice,  Social  and  Rehabilitation  Services,  Cogswell,  Capitol,  Mitchell,  Scott  Hart,  Teachers' 
Retirement,  Natural  Resources  and  Conservation,  Fish,  Wildlife  and  Parks,  Historical  Society,  and  Labor 
and   Industry. 

Debt  service  includes:  1)  purchase  of  equipment  to  connect  about  1,200  state  agency  devices  to  the 
statewide  data  network  annually;  2)  $44,000  annually  in  equipment  to  connect  non-state  devices  to  the 
network;   and   3)   infrastructure   equipment  to   support   the   devices   connected   to   the   network. 

The  Telecommunications  Data  program  is  funded  by  payments  from  state  agencies  that  connect  personal 
computers  and/or  terminals  to  a  local  area  network  and/or  the  statewide  data  network.  The  most 
significant  source  of  revenue  for  the  program  is  a  $40  monthly  fee  paid  for  each  personal  computer 
connected  to  either  the  statewide  data  network  or  a  local  area  network.  Agencies  also  pay  for  services 
to  add,  move,  or  disconnect  devices  from  a  local  area  network  and/or  the  statewide  data  network.  In  fiscal 
1992,  43.5  percent  of  the  payments  from  state  agencies  for  statewide  data  network  charges  came  from  the 
general   fund. 

Applications  Services  Table  10  compares  the  1995  biennial  current  level  to  fiscal  1992  expenditures  for 
the  Applications  Services  program.  This  program  provides  contracted  programming  services  to  state 
agencies,  operational  support  for  computer  applications,  and  manages  the  contract  for  computer  training. 
Personal    services    budgets    increase    above    the    fiscal     1992    expenditures    despite    reduction    of    1.5    FTE. 
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Table  10 
Applications  Services  Program 


Budget  Item 


Actual  - — Current  Level- —      Change 

FY  1992       FY  1994       FY  1995       92  to  94 


FTE 


34.00 


32.50 


32.50 


Personal  Services     $1,062,803  $1,265,099  $1,268,696 
Operating  Expenses       193,858        401,183        203,989 


Equipment 
Capital  Outlay 
Debt  Service 

Total  Costs 


39,363 

3,176 

683 


38,734 

0 

8,238 


44,803 

0 

8,238 


-1.50 

$202,296 

207,325 

(629) 

(3,176) 

7.555 


$1,299,883  $1,713,254  $1,525,726     $413,371 
Proprietary  Funds    $1,299,883  $1,713,254  $1,525,726      $413,371 


and   $4,133   in   fiscal    1995.      Operating  cost  increases  are 


Budgeted  expenditures  increase  due  to 
vacancies  in  fiscal  1992  and  fully  funding  the 
1993  biennium  pay  plan.  FTE  decline  by 
1.5  to  reflect  intent  of  the  1991  Legislature 
that  support  for  RERS  be  reduced  in  the 
1995  biennium. 

Operating  costs  rise  $107,325  from  fiscal  1992 
actual  expenditures  to  fiscal  1994  budgeted 
costs.  The  increase  is  due  to:  1)  including 
a  biennial  appropriation  of  $200,000  for 
contracted  system  development  in  fiscal   1994; 

2)  inflationary  and  utilization  adjustments  in 
contracted  training  of  about  $17,000  annually; 

3)  about    $3,000    annually    in    travel    to    test 
mainframe      computer      applications      on      the 
computer  at  the  disaster  recovery  site;  and  4) 
inflationary   adjustments  of  $1,427   in  fiscal   1994 
partially   offset  by  rent  reductions   of  about  $15,000   annually. 

The  Applications  Services  program  is  funded  by  agencies  that  contract  for  computer  system  development 
and  application  support,  payments  from  state  agencies  for  software  training  provided  by  contract  with 
private  vendors,  and  cost  recovery  from  other  division  programs  for  management  and  support  of  the  division 
local  area  network.  The  rate  charged  for  programming  services  will  rise  from  $37.00  per  hour  in  fiscal 
1992  to  $39.00  per  hour  in  the  1995  biennium.  In  fiscal  1992,  21.2  percent  of  agency  payments  for  DofA 
programming  services  were  from  the  general  fund;  20.5  percent  of  operational  support  for  computer 
applications  were  from  the  general  fund;  and  36.4  percent  of  payments  for  computer  training  were  from 
the  general   fund. 

Emergency  9-1-1  Table  11  compares  the 
1995  biennium  annual  current  level 
budgets  to  fiscal  1992  expenditures  for 
the  Emergency  9-1-1  program.  This 
program  manages  the  Emergency  9-1-1 
telephone  program  for  the  state.  Program 
expenditures  are  limited  to  seven  percent 
of  the  quarterly  collections  or  actual 
expenditures  whichever  is  less  (section  10- 
4-302(l)(b),     MCA).  The     program     is 

funded  from  a  portion  of  the  monthly  25 
cent  fee  assessed  telephone  users  in  the 
state.  Estimated  revenue  is  $1,204,635 
for  fiscal  1994  and  $1,228,053  for  fiscal 
1995.         Since     the     LFA     current     level 

budget  is   based   on    seven   percent   of  estimated   revenue,   operating   costs   decline   between   fiscal    1992   and 

1994. 


Table  11 

Emergency  911  Telephone 

Program 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994      FY  1995 

Change 
92  to  94 

FTE 

2.00 

2.00 

2.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

$79,429 

7,521 

125 

$82,816 

1,508 

0 

$83,206 

2,758 

0 

$3,387 

(6,013) 

(.125) 

Total  Costs 

$87,075 

$84,324 

$85,964 

($2,751) 

Proprietary  Funds 

$87,075 

$84,324 

$85,964 

($2,751) 
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Funding 

The  computer  and  telecommunications  programs  are  funded  from  payments  from  other  state  agencies  that 
use  program  services.  Specific  types  of  fees  and  payments  are  described  in  each  of  the  preceding  program 
narratives.  The  Emergency  9-1-1  program  is  funded  from  a  portion  of  the  monthly  25  cent  fee  assessed 
on   telephone   subscribers  across   the   state   to   implement   the   emergency   9-1-1   telephone   service. 
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Program  Summary 

Actual 

Current 

Current 

LFA 

Expenditures 

Level 

Level 

LFA 

Executive 

LFA 

Executive 

Change 

Budget  Item 

Fiscal  1992 

Fiscal  1992 

Fiscal  1993 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

92  -  94 

FTE 

20.00 

20.00 

20.00 

20.00 

19.00 

20.00 

19.00 

Personal  Services 

655,819 

653,170 

624,917 

689,810 

654,591 

695,465 

659,833 

36,640 

Operating  Expenses 

2,814,570 

2,803,508 

3,164,929 

3,169,870 

3,197,834 

3,254,809 

3,330,730 

366,362 

Equipment 

24,119 

28,146 

5,184 

6,500 

7,190 

7,197 

7,197 

(21,646 

Capital  Outlay 

10 

10 

(io: 

Benefits  and  Claims 

1,000 

1,000 

(1,000 

Transfers 

54,546 

54.547 

58.801 

58.801 

58.801 

58.801 

58.801 

4.254 

Total  Costs 

$3,550,066 

$3,540,381 

$3,853,831 

$3,924,981 

$3,918,416 

$4,016,272 

$4,056,561 

$384,600 

Fund  Sources 

259,977 

259,977 

345,760 

374,216 

400,938 

383,997 

415,739 

114,239 

General  Fund 

Capital  Projects  Fund 

54,546 

54,547 

58,426 

58,801 

58,801 

58,801 

58,801 

4,254 

Proprietary  Fund 

Total  Funds 

3,235.542 
$3,550,066 

3,225,857 
$3,540,381 

3.449.645 
$3,853,831 

3.491.964 
$3,924,981 

3,458,677 
$3,918,416 

3,573.474 
$4,016,272 

3.582.021 
$4,056,561 

266,107 

$384,600 

Program   Description 

The  General  Services  Division  manages  repair  and  maintenance  services  for  state  agencies  in  the  capitol 
complex  and  several  state-owned  buildings  in  the  Helena  area  (section  2-17-111,  MCA).  The  program  also 
provides  locksmith  services,  painting,  remodeling,  and  construction  services.  The  program  supervises 
contracts  for  services  for  state-owned  buildings,  including  mechanical  maintenance,  pest  control,  janitorial 
services,   elevator  repair,   security,   maintenance,   and  garbage   collection. 

LFA  Current  Level 

Fiscal  1994  personal  services  costs  are  greater  than  fiscal  1992  due  to  fully  funding  the  1993  biennium 
pay  plan,  vacancy  savings  experienced  in  fiscal  1992,  and  upgrade  of  one  position  from  a  grade  14  to  a 
grade  15  architect.  Fiscal  1995  personal  services  costs  include  overtime  costs  and  benefits  for  maintenance 
staff  services  during  the   legislative   session. 

Operating  expense  increases  $366,362  from  fiscal  1992  to  1994.  The  increases  are:  1)  inflationary 
adjustments  in  utilities  costs  of  about  $79,000  in  fiscal  1994  and  $125,100  in  fiscal  1995;  2)  other 
inflationary  adjustments  of  $33,131  annually;  3)  inflation  and  cost  increases  in  janitorial,  security,  and 
general  maintenance  service  contracts  of  about  $57,900  in  fiscal  1994  and  about  $127,000  in  fiscal  1995; 
4)  about  $5,800  in  indirect  cost  assessments  to  support  the  legal  and  data  processing  units;  and  4)  the 
legislative  audit  budgeted  for  $6,811  in  fiscal  1994  compared  to  fiscal  1992  expenditures  of  $2,693.  The 
1993  biennial  appropriation  for  the  audit  is  $8,160.  The  balance  of  the  increase  in  operating  costs  is  due 
to  the  accounting  adjustments  required  by  GAAP  to  transfer  the  general  fund  and  capital  land  grant  funds 
into  the  proprietary  fund.  These  increases  are  partially  offset  by  reductions  in  the  current  level  budget 
for  maintenance   projects   of  about   $51,000   annually. 

The  program  compared  the  cost  of  contracting  for  security  services  to  the  cost  of  hiring  state  security 
guards  and  determined  that  the  state  still  saves  money  contracting  for  such  services.  The  analysis 
compared  the  cost  of  hiring  state  employees  (at  a  two  percent  annual  pay  raise  for  state  workers)  and 
program  operating  costs  to  several  possible  security  contract  rates.     The  executive  request  and  LFA  current 
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level  for  contracted  security  services  are  lower  than  the  lowest  contracted  services  cost  estimate  developed 
by   the   program. 

Equipment  includes  a  migwelder,  a  five  gallon  paint  shaker,  a  tommy  lift  for  trucks,  and  replacement 
moving  equipment.  Benefits  and  claims  include  payment  of  an  insurance  policy  deductible  in  fiscal  1992. 
Transfers  record  transfer  of  capital  land  grant  funds  into  the  program.  GAAP  directs  this  transfer  to 
properly  record   proprietary-funded   operations. 

Funding 

The  program  is  funded  from  three  sources:  1)  general  fund;  2)  payments  from  state  agencies  that  rent 
space  managed  by  the  program;  and  3)  capital  land  grant  funds.  Authority  from  the  capital  land  grant 
account  is  appropriated  to  the  department  to  support  capital  building  maintenance  projects,  prioritized  and 
approved  by   the   department  director. 

General  fund  is  appropriated  to  the  program  in  lieu  of  charging  agencies  for  the  common  areas  in  the 
capitol  complex,  such  as  legislative  space  in  the  capitol,  museum  space  in  the  Historical  Society,  and  the 
Governor's  mansion.  The  general  fund  supports  12  percent  of  program  costs  less:  1)  warrant  writing  and 
payroll  processing  fees;  2)  expenditures  for  special  projects  funded  by  capital  land  grant  funds  ($58,801 
annually  in  the  1995  biennium);  3)  the  transfer  for  the  capital  land  grant  funds  (also  $58,801  annually 
in  the  1995  biennium);  4)  $60,000  of  special  projects  funded  by  proprietary  fees;  and  5)  indirect  support 
costs  for   the   department   data   processing  unit. 

General  fund  is  transferred  to  the  proprietary  account  as  rental  expense  in  order  to  comply  with  GAAP. 
The   general   fund   expenditure   was   $259,977   in  fiscal    1992,   26   percent  less  than   the   appropriation. 

The  January  1992  special  session  of  the  legislature  reduced  general  fund  operating  costs  by  $30,000  each 
year  of  the  biennium.  Security  services  and  maintenance  projects  were  reduced.  The  LFA  current  level 
budget  continues  those  funding  reductions. 

The  primary  proprietary  funding  source  is  rental  income  from  state  agencies,  deposited  to  the  rental 
account.  The  rate  is  based  on  the  operating  costs  of  the  division  (including  an  estimate  for  pay  plan), 
less  the  other  funding  sources.  The  remaining  operating  costs  are  then  divided  by  the  occupied  square 
footage  in  the  capital  complex  (847,559  square  feet)  to  determine  the  rate  per  square  foot.  The  Executive 
Budget  is  based  on  rental  rates  of  $3.47  in  fiscal  1994  and  $3.57  in  fiscal  1995  per  square  foot~for  office 
space  and  $2.22  per  square  foot  for  warehouse  space  in  both  years  of  the  biennium.  The  division  manages 
59,123  square  feet  of  warehouse  space  for  a  total  of  $131,253  of  annual  rental  income.  Rental  rates  based 
on  the  LFA  current  level  for  office  space  would  not  be  significantly  different  than  those  of  the  executive 
($3.38   in   fiscal    1994   and   $3.47   in   fiscal    1995). 

The  second  proprietary  source  is  direct  reimbursement  from  agencies  for  special  projects,  apart  from  routine 
maintenance.  The  LFA  current  level  includes  $60,000  for  such  projects  commensurate  with  the  amount 
budgeted  by   the    1991   Legislature. 

General  fund  supported  about  55  percent  of  the  expenditures  for  rent  of  DofA  buildings  in  fiscal  1992, 
not  including  the   direct  general   fund   appropriation   to   and   expenditure  by   the   program. 
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Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                           Fiscal  1992      Fiscal  1992 

Current 

Level 

Fiscal  1993 

Central  Mail 

LFA               Executive 
Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

12.25 

11.25 

11.25 

11.25 

10.73 

11.25 

10.73 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

267,236 

1,990,681 

532 

178 

249,633 

1,602,734 

1,025 

347 

249,149 

1,598,170 

6,500 

256,797 

1,666,312 

20,615 

1,389 

245,065 

1,669,432 

42,115 

1,389 

261,148 

1,660,938 

615 

1,428 

251,281 

1,664,868 

7,115 

1,428 

7,164 
63,578 
19,590 

1.042 

Total  Costs 

$2,258,628 

$1,853,739 

$1,853,819 

$1,945,113 

$1,958,001 

$1,924,129 

$1,924,692 

$91,374 

Fund  Sources 

Proprietary  Fund 
Total  Funds 

2.258.628 
$2,258,628 

1.853.739 
$1,853,739 

1.853.819 
$1,853,819 

1.945.113 
$1,945,113 

1.958.001 
$1,958,001 

1.924.129 
$1,924,129 

1.924.692 
$1,924,692 

91.374 

$91,374 

Program  Description 

The  Central  Mail  program  manages  central  mail  service  for  state  agencies  (section  2-17-301,  MCA).  Both 
incoming  U.S.  mail  and  inter-office  mail  are  routed  and  delivered  by  this  bureau,  which  also  picks  up  and 
processes   outgoing  mail   for  user  agencies.      The   program   manages  the  post   office   in   the   capitol   building. 

LFA  Current  Level 

FTE  decrease  by  1.0  from  fiscal  1992  actual  to  current  level  expenditures  because  an  appropriation  for  a 
budget  amendment  was  removed  from  the  base.  Personal  services  increase  due  to  fully  funding  the  1993 
biennium  pay  plan  and  vacancy  savings  in  fiscal  1992.  Part  of  the  increase  is  offset  by  a  position 
downgrade  from  a  grade  14  to  a  grade  13.  Personal  services  costs  in  fiscal  1995  are  higher  than  those 
in  fiscal  1994  because  the  budget  includes  overtime  costs  to  keep  the  capitol  post  office  open  Saturday 
mornings   during  the   legislative   session. 

Operating  expense  increases  are:  1)  inflationary  adjustments  in  postage  costs  of  about  $52,500  in  fiscal 
1994  and  $49,500  in  fiscal  1995;  2)  about  $7,500  annually  for  gasoline  and  maintenance  for  a  mail  van; 
3)  about  $2,100  in  fiscal  1994  and  $3,200  in  fiscal  1995  for  inflation  in  Pitney  Bowes  mail  machine  lease 
costs;  4)  $1,400  in  fiscal  1994  and  $600  in  fiscal  1995  for  mail  uniforms  as  required  by  the  union 
contract;  and  5)  the  legislative  audit  is  budgeted  for  $3,463  in  fiscal  1994  compared  to  fiscal  1992 
expenditures  of  $1,238   and   a    1993   biennial   appropriation   of  $3,732. 

Operating  expense  increases  are  partially  offset  by  lease  cost  reductions  of  $2,300  for  vans  from  the  state 
motor  pool.  The  program  is  discontinuing  the  lease  because  such  vans  are  not  adequate  to  haul  the 
necessary  weight  and  volume  of  mail.  Central  Mail  cargo  has  caused  structural  damage  to  state  motor 
pool   vans. 

Equipment  includes  purchase  of:  1)  a  used  mail  van;  2)  a  replacement  postage  machine;  and  3)  an 
upgrade   to   the   United   Parcel   System   (UPS)   system. 

Debt  service  funds  purchase   of  an   electronic   mail   scale. 
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Funding 

The  program  is  supported  by  proprietary  funds  from  four  sources.  The  first-deadhead  mail-is  recovered 
from  a  fee  assessed  each  state  agency  for  internal  mail  sorting  and  delivery.  The  fee  is  based  on  the 
number  of  pieces  of  mail  generated  by  each  agency  and  the  number  of  stops  bureau  personnel  must  make 
within  each  agency.  Volume  is  determined  by  a  piece  count  done  each  biennium.  The  executive  estimate 
for  deadhead  mail   revenue  is  $145,858   in  fiscal    1994   and  $153,338   in   fiscal    1995. 

The  second  funding  source  is  a  contract  with  the  U.S.  Postal  Service  for  $38,976  annually  to  cover  the 
cost  of  operating  the   capitol   post  office   and  other   services. 

Actual  postage  and  shipping  costs,  the  third  revenue  source,  are  recovered  from  agencies  and  deposited  to 
the  proprietary  account.  This  revenue  source  should  equal  expenses  recorded  in  program  postage  costs, 
budgeted  to  be  about  $1.5  million  each  year  of  the  biennium. 

The  fourth  source  of  revenue  is  the  overhead  cost  recovered  on  postage  services  for  outgoing  U.S.  mail. 
Overhead  is  the  mark-up  cost  that  the  bureau  adds  to  the  cost  of  mailing  a  presorted  letter  and  was 
limited  to  six  percent  in  the  1993  biennium  by  House  Bill  2.  The  1995  biennium  request  is  based  on 
an  overhead  rate  of  7  percent  until  the  new  bar  coding  equipment  is  installed,  when  overhead  will  increase 
to  20  percent  (see  budget  modification  section  in  agency  narrative).  The  20  percent  overhead  rate  is 
applied  to  a  different  base  than  the  7  percent  rate,  so  the  cost  to  mail  a  letter  after  bar  coding  is  on-line 
is   estimated   to  be   about   $0.28   per  piece   compared   to   about   $0.27   per   piece   prior  to  bar   coding. 

In  fiscal  1992,  about  22  percent  of  statewide  postage  and  mailing  expenditures  were  paid  from  the  general 
fund.  That  percentage  primarily  reflects  the  general  fund  support  for  the  Central  Mail  program,  although 
costs  other  than   reimbursement  to   Central   Mail   are  recorded   in   postage   and   mailing. 
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DEPARTMENT  OF  ADMINISTRATION 

State  Personnel  Division 

Program  Summary 

Actual 

Current 

Current 

LFA 

Budget  Item 

Expenditures 
Fiscal  1992 

Level 

Fiscal  1992 

Level 
Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Change 
92  --  94 

FTE 

38.00 

38.00 

38.00 

38.00 

36.72 

38.00 

36.72 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  and  Claims 
Debt  Service 

Total  Costs 

1,136,609 

1,035,369 

13,060 

31,065,280 

3,446 

$33,253,765 

1,129,428 

330,354 

15,270 

0 

4,295 

$1,479,347 

1,134,413 

413,014 

7,017 

0 

0 

$1,554,444 

1,272,338 

385,285 

20,590 

0 

720 

$1,678,933 

1,216,118 

416,609 

22,330 

0 

720 

$1,655,777 

1,276,336 

364,919 

17,060 

0 

0 

$1,658,315 

1,219,831 

373,865 

18,298 

0 

0 

$1,611,994 

142,910 

54,931 

5,320 

0 

(3.575 

$199,586 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Proprietary  Fund 

919,939 

3,296 

32,330,530 

867,770 

3,296 

608.281 

892,833 

10,000 

651.611 

989,345 

0 

689.588 

937,249 

0 

718.528 

992,681 

0 

665.634 

941,257 
0 

670.737 

121,575 
(3,296! 
81.307 

Total  Funds 

$33,253,765 

$1,479,347 

$1,554,444 

$1,678,933 

$1,655,777 

$1,658,315 

$1,611,994 

$199,586 

Program  Description 

The  State  Personnel  Division  provides  state  agencies  with  a  comprehensive  program  of  personnel 
administration  including:  position  classification,  collective  bargaining  and  labor  relations,  group  benefits 
plans,  compensation  plan  and  rules,  deferred  compensation,  training,  employee  incentive  awards,  sick  leave 
fund,  equal  employment  and  affirmative  action,  and  health  education.  The  division  publishes  state  rules 
and  policies  relating  to  recruitment,  selection,  discipline,  grievance,  performance  appraisal,  leave,  affirmative 
action,   and   other  personnel   matters. 

LFA  Current  Level 


Personal  services  costs  increase  $142,910  between  fiscal  1992  and  fiscal  1994  due  to  fully  funding  the  1993 
biennium  pay  plan,  vacancy  savings  experienced  in  fiscal  1992,  and  upgrades  of  12  positions.  Nine  of  the 
upgrades  were  due  to  a  class  review.  Major  changes  in  operating  costs  include:  1)  contracted  services 
increases  of  about  $51,000  in  fiscal  1994  and  $30,700  in  fiscal  1995;  2)  deflationary  adjustments  of  $4,903 
in  fiscal  1994  and  $6,430  in  fiscal  1995;  and  3)  fixed  cost  increases  of  about  $2,000  annually.  Operating, 
equipment,  and  debt  service  costs  are 
explained    in    more    detail    in    the    following 


narrative. 


Benefits  and  claims  are  payments  from  the 
state  self-insurance  group  health  program. 
Payments  are  statutorily  appropriated  and  not 
reflected  in  the  LFA  current  level 
expenditures. 

Personnel  Administration  Program  Table  12 
shows  the  1995  biennial  current  level  budget 
for  the  Personnel  Administration  program 
compared  to  fiscal  1992  actual  expenditures. 
The  budget  for  fiscal  1994  and  1995  personal 
services     increases     over     fiscal     1992     actual 


Table  12 
Personnel  Administration  Program 


Budget  Item 


Actual 
FY  1992 


— Current  Level — 
FY  1994       FY  1995 


Change 
92  to  94 


FTE 


27.00 


25.58 


25.58 


Personal  Services  $736,085 

Operating  Expenses  1 10,022 

Equipment  3,401 

Debt  Service  3,050 


Total  Costs 
General  Fund 


$852,558 
$852,558 


$857,594  $860,275 

108,500  109,636 

5,872  5,889 

510  0 

$972,476  $975,800 

$972,476  $975,800 


-1.42 

$121,509 
(1,522! 
2,471 
(2,5401 


$119,918 
$119,918 
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Department  of  Administration 


State    Personnel    Division 


expenditures  despite  the  transfer  of  1.42  FTE  from  this  program  to  the  other  two  programs  in  the  division. 
The  FTE  were  transferred  to  correctly  reflect  time  spent  in  administering  and  providing  services  in  other 
programs.  This  reallocation  was  part  of  the  funding  switch  approved  by  the  January  1992  special  session 
that  reduced  general  fund  by  $43,000  in  fiscal  1992  and  $45,273  in  fiscal  1993,  increasing  other  funds 
by  the  same  amount.  The  LFA  current  level  continues  these  funding  changes.  Personal  services  increase 
due  to  turnover   and  vacancies   in   fiscal    1992   and  upgrades  of  three   positions   due   to   a  class  review. 

Annual  operating  expenses  decline  from  fiscal  1992  due  to  deflation  in  mainframe  computer  processing  rates 
and  telephone  equipment  rental  which  offsets  other  operating  cost  increases.  Equipment  includes 
replacement  of  four  personal  computers  each  year  and  software  upgrades.  Debt  service  funds  a  replacement 
copier. 


Table  13 

Employee  Benefits  Program 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994      FY  1995 

Change 
92  to  94 

FTE 

8.00 

9.26 

.  9.26 

1.26 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

$285,682 

149,467 

3,025 

902 

$300,896 

188,338 

4,568 

151 

$301,945 

166,072 

4,577 

0 

$15,214 

38,871 

1,543 

(751) 

Total  Costs 

$439,076 

$493,953 

$472,594 

$54,877 

Funding  Sources 
General  Fund 
State  Special  Revenue 
Proprietary  Funds 

$15,212 

3,296 

420.568 

$16,869 

0 

477.084 

$16,881 

0 

455.713 

$1,657 
(3,296) 
56,516 

Total  Funds 

$439,076 

$493,953 

$472,594 

$54,877 

by  decreases  of:  1)  $11,000  in  audit  costs;  and 
a  budget  modification  for  $10,000  state  special 
program  for  printing  and  distributing 
informational  materials  and  pledge  cards 
for  charities  to  solicit  contributions  from 
state  employees.  The  department  used 
$3,300  of  the  authority  and  did  not 
request  continuation  of  the  authority  in 
the  1995  biennium.  Equipment  includes 
replacement  of  two  personal  computers 
each  year  of  the  biennium  and  software 
upgrades.  Debt  service  funds  purchase  of 
a   copier. 


Employee  Benefits  Program  Table  13 
shows  the  1995  biennial  current  level 
budget  for  the  Employee  Benefits  program 
compared  to  fiscal  1992  actual  expenditures. 
FTE  increase  by  1.26  as  part  of  the 
reorganization  to  more  accurately  reflect 
allocation  of  administrative  functions. 
Operating  expenses  increase  due  to:  1) 
contracted  services  of  $2,000  each  year  to 
review  the  deferred  compensation  program, 
$40,000  in  fiscal  1994  to  develop  an  HMO 
(health  maintenance  organization)  option  to 
help  control  medical  costs  in  the  state  self- 
insurance  health  benefit  program  and 
$20,000  to  develop  preferred  provider 
networks  in  fiscal  1995;  2)  about  $7,400  in 
indirect  costs  to  support  the  DP  unit  in 
the  Management  Support  bureau;  3)  about 
$2,000  annually  for  activities  in  the 
Wellness  program;  and  4)  about  $1,800  in 
rent.  Operating  costs  are  partially  offset 
2)  $3,300  in  contracted  services.  The  program  received 
revenue    authority    so   that   charities    could   reimburse   the 


Training  Program  Table  14  shows  the 
1995  biennial  current  level  budget  for  the 
Training  program  compared  to  fiscal  1992 
actual    expenditures.        FTE    increase    by 


Table  14 
Training  Program 


Budget  Item 


Actual  — Current  Level —       Change 

FY  1992       FY  1994       FY  1995       92  to  94 


FTE 


3.00 


3.16 


3.16 


Personal  Services  $107,661  $113,848  $114,116 

Operating  Expenses  70,865  88,447  89,211 

Equipment  8,844  10,150  6,594 

Debt  Service  343  59  0 


0.16 

$6,187 

17,582 

1,306 

(2841 


Total  Costs  $187,713      $212,504      $209,921 

Proprietary  Funds       $187,713      $212,504      $209,921 


$24,791 
$24,791 
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Department  of  Administration  State   Personnel   Division 

0.16  as  part  of  the  reorganization  to  more  accurately  reflect  allocation  of  administrative  functions. 
Operating  costs  rise  by  $17,582  from  fiscal  1992  to  1994  due  to:  1)  about  $11,000  in  contracted  services 
for  training  seminars;  2)  about  $3,300  in  printing  costs;  and  3)  about  $2,000  in  postage  costs.  Equipment 
includes  purchase  of  training  films,  and  replacement  of  office  furniture,  an   overhead  projector,  and  a  VCR. 

Funding 

The  Personnel  Administration  program  is  funded  from  the  general  fund.  The  Employee  Benefits  program 
is  funded  from  proprietary  funds  and  general  fund.  The  general  fund  supports  1.0  FTE  and  operating 
costs  and  interest  from  the  state  health  self-insurance  program  supports  the  balance  of  the  FTE  and 
operating  costs  of  the  Employee  Benefits  program.  The  Training  program  is  funded  by  proprietary  funds 
from   fees  paid  by  persons   receiving  training   or   their   employers. 
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DEPARTMENT  OF  ADMINISTRATION 

Program  Summary 

Actual  Current  Current 

Expenditures  Level  Level                  LFA              Executive              LFA              Executive 

Budget  Item Fiscal  1992  Fiscal  1992  Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995       Fiscal  1995 


LFA 
Change 
92  --  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  and  Claims 

Total  Costs 

Fund  Sources 


State  Revenue  Fund 
Proprietary  Fund 

Total  Funds 


13.00 

385,835 

2,193,282 

8,348 

3.494.675 


656,775 
5.425.366 


13.00 

377,765 

2,167,062 

7,899 

0 


12.50 

441,841 

2,211,367 

2,500 

0 


13.00 

465,706 

2,337,734 

4,544 

0 


12.43 

440,406 

2,339,840 

4,544 

0 


13.00 

467,056 

2,362,101 

0 

0 


12.43 

441.728 

2,374,271 

0 

0 


$6,082,141   $2,552,726   $2,655,708   $2,807,984   $2,784,790   $2,829,157   $2,815,999 


2.552.726    2.655.708 


0  0  0 

2.784.790    2.829.157    2.815.999 


0.00 

87,941 

170,672 

(3,355 

0 

$255,258 


0 

255.258 


$6.082.141   $2.552.726   $2.655.708   $2.807.984   $2.784.790   $2.829.157   $2.815.999     $255.258 


Program   Description 

The  Risk  Management  and  Tort  Defense  Division  (RMTD)  provides  for  the  investigation,  defense,  and 
payment  of  bodily  injury  and  property  damage  claims  incurred  by  all  agencies,  officers,  and  employees  of 
the  State  of  Montana.  The  division  also  assesses  the  fire,  casualty,  bond,  and  liability  risks  of  the  state 
for  all  state-owned  buildings,  equipment,  automobiles,  fixtures,  boilers,  aircraft,  cash,  and  securities,  and 
provides  either  commercial  or  self-insurance  protection  for  the  financial  loss  of  such  property  (Article  II, 
Section    18,   Constitution   of  Montana,   and  Title   2,   Chapter  9,   Parts    1   through   3,   MCA). 

LFA  Current  Level 

Personal  services  costs  increase  due  to  annualization  of  and  fully  funding  the  1993  biennium  pay  plan, 
vacancy  savings,  and  upgrades  of  two  attorney  positions  from  grade  17  to  grade  18.  A  secretarial  position 
was  downgraded  from   a  grade    10   to   a  grade   9,   offsetting  some   of  the   other   increases. 

FTE  increase  by  0.5  from  fiscal  1993  to  fiscal  1994  due  to  addition  of  a  half-time  clerical  position 
authorized  by  language  in  House  Bill  2.  The  language  allows  the  program  to  hire  a  0.5  clerical  FTE  with 
funds  from   a   $500,000   contracted   services  budget  modification. 

Operating  expenses  rise  $170,672  from  fiscal  1992  to  fiscal  1994  due  to:  1)  the  cost  of  commercial 
insurance  policies  of  $160,105  in  fiscal  1992  and  $198,225  in  fiscal  1995;  2)  assessments  of  $6,400  annually 
to  support  the  DP  unit  in  the  Accounting  and  Management  Support  Division;  and  3)  legislative  audit  fees 
budgeted  at  $5,223  in  fiscal  1994  compared  to  actual  expenditures  of  $2,469  in  fiscal  1992.  The  1993 
biennial  audit  appropriation  is  $7,437.  Operating  costs  decline  about  $10,000  between  fiscal  1994  and  fiscal 
1995,   as   the  cost  of  the   actuarial   contract  is   included   in   fiscal    1994. 

Equipment  includes  replacement  of  12  office  chairs  and  a  printer.  Benefit  payments  for  state  self-insurance 
liability  and  automobile  claims  are  statutorily  appropriated  and  not  included  in  the  LFA  current  level 
budget. 
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Funding 

The  program   is  funded  from   insurance  premiums  paid  by   state  agencies.      In  fiscal   1992,    12.7  percent  of 
state  payments  for  insurance   were   made  from   the   general   fund. 


Department  of  Administration  Risk   Management  and   Tort   Defense   Division 

A-214 


6101  37  00000 

DEPARTMENT  OF  ADMINISTRATION 

State  Tax  Appeal  Board 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

Fi 

LFA 

<cal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

10.50 

10.50 

10.50 

10.50 

10.50 

10.50 

10.50 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

266,190 

59,012 

5,183 

4,737 

266,191 

59,015 

5,184 

4,737 

275,048 

98,837 

0 

0 

280,826 

58,319 

180 

4.737 

330,809 

66,003 

174 

4,737 

281,331 

59,289 

185 

4.737 

331,314 

66,973 

174 

4,737 

14.635 

(696 

(5,004 

0 

Total  Costs 

$335,123 

$335,127 

$373,885 

$344,062 

$401,723 

$345,542 

$403,198 

$8,935 

Fund  Sources 

335  123 

335.127 

373.885 

344.062 

401.723 

345.542 

403.198 

8.935 

Total  Funds 

$335,123 

$335,127 

$373,885 

$344,062 

$401,723 

$345,542 

$403,198 

$8,935 

Program  Description 

The  State  Tax  Appeal  Board  (STAB)  provides  a  tax  appeal  system  for  all  actions  of  the  Department  of 
Revenue  (Article  XIII,  Section  7  of  the  Montana  Constitution  and  section  15-2-101,  MCA).  It  travels 
throughout  the  state  to  hear  appeals  from  decisions  of  the  56  county  tax  appeal  boards  (CTAB)  and  takes 
original  jurisdiction  in  matters  involving  income  taxes  (section  15-30-147,  MCA),  corporate  taxes  (section 
15-31-532,  MCA),  and  severance  taxes,  centrally-assessed  property,  and  new  industry  (section  15-2-302,  MCA). 
STAB  pays  a  per-meeting  honorarium,  including  mileage  reimbursement  and  meals,  to  the  168  CTAB 
members   and   pays   clerical   expenses  for  each   board. 

LFA  Current  Level 

Personal  services  costs  in  the  1995  biennium  increase  due  to  fully  funding  the  1993  biennium  pay  plan 
and   vacancy   savings  experienced   in   fiscal    1992. 

Operating  expenses  decline  due  to  changes  in  fixed  costs.  Equipment  includes  upgrades  for  spreadsheet 
and  word  processing  software.  Local  assistance,  continued  at  the  fiscal  1992  level,  reimburses  county  tax 
appeal   boards  for   secretarial   help. 

The  January  1992  special  session  reduced  the  program  general  fund  appropriation  by  $52,288  in  fiscal  1992 
and  $53,024  in  fiscal  1993.  The  program  had  excess  general  fund  authority  as  the  annual  1993  biennium 
appropriation  was  based  on  the  fiscal  1991  appropriation,  rather  than  fiscal  1990  actual  expenditures. 
These   reductions   are   continued   in   the   LFA  current  level   budget. 

Funding 

General   fund   supports   the   entire   cost  of  the   program. 
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Agency  Summary 
Budget  Item 

STATE  COMPENSATION  MUTUAL  INSURANCE  FUND 

Actual              Current            Current 
Expenditures          Level                 Level                  LFA              Executive              LFA 
Fiscal  1992      Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

222.50 

217.90 

217.90 

217.90 

217.90 

217.90 

217.90 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  and  Claims 
Transfers 
Debt  Service 

5,838,713 

4,276,887 

96,421 

115,265,200 

75,992,084 

272.363 

5,794,673 

3,161,801 

292,287 

115,265,200 

2,427,859 

5,896,505 

3,813,399 

127,138 

118,060,000 

2,959,054 

6,269,076 

3,230,240 

172,253 

153,014,525 

2,439,300 

6,267,589 

3,516,606 

281,566 

166,027,953 

2,839,300 

6,277,444 

3,080,166 

104,947 

167,994,354 

2,316,695 

6,275,960 

3,470,382 

179,597 

182,948,465 

2,716,695 

(2,971! 

676,582 

183,963 

27,967,539 

800,000 

Total  Costs 

$201,741,669  $126,941,820  $130,856,096  $165,125,394  $178,933,014 

$179,773,606  $195,591,099 

$29,625,113 

Fund  Sources 

State  Revenue  Fund 
Proprietary  Fund 

Total  Funds 

14,355,185 
187,386.484     126.941.820 

$201,741,669  $126,941,820 

130.856.096      165.125.394      178.933.014      179.773.606     195.591.099 
$130,856,096  $165,125,394  $178,933,014  $179,773.606  $195.591.099 

29.625.113 

$29,625,113 

Agency  Description 

The  State  Compensation  Mutual  Insurance  Fund  (State  Fund),  established  January  1,  1990,  provides  liability 
insurance  for  workers'  compensation  and  occupational  disease.  The  State  Fund  may  not  refuse  coverage 
to   any  employer  (section   39-71-431,   MCA). 

Effective  July  1,  1990,  the  State  Fund  was  divided  into  two  businesses  (funds)  by  the  legislature.  The 
old  fund  is  responsible  for  administration  and  payment  of  claims  for  injuries  that  occurred  before  July  1, 
1990.  The  new  fund,  responsible  for  claims  for  injuries  occurring  on  or  after  July  1,  1990,  is  supported 
by  premiums  charged  to  employers  purchasing  workers'  compensation  insurance  from  the  State  Fund. 
Statutes  require  the  State  Fund  to  set  premium  rates  at  a  level  sufficient  to  fund  the  insurance  program, 
including  the   costs   of  administration,  benefits,   and   adequate   reserves. 

The  State  Fund  is  attached  to  the  Department  of  Administration  for  administrative  purposes.  Management 
of  the  State  Fund  is  vested  in  a  five-member  board  of  directors  appointed  by  the  Governor.  The  State 
Fund   is   subject  to   laws  governing  state   agencies,   unless   specifically   exempted  by   statute. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget          One  Time       Language     Non-Budget     Statutory 
Amendment      Approp.           Approp.      Expenditure.'     Approp. 

All  Other     Current  Lvl 
Approp.       Fiscal  1992 

FTE                           222.50 

1.00 

3.60              217.90 

Expenditure  201, 741, 670 

11,028                                         952,238      73,836,589 

126,941,815 

General 
Fund 

State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding         201,741,670 

14.355,186                                                           60.444.669 

126.941,815 
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Adjustments   to  Actual   Expenditures 

Adjustments  of  $74,799,855  were  made  to  actual  expenditures  to  determine  a  fiscal  1992  current  level  base 
for  the  State  Fund.  State  special  revenue  funds  removed  from  the  base  are  employers'  payroll  tax 
proceeds.  Proprietary  funds  are  premiums  paid  by  employers  who  purchase  workers'  compensation  coverage 
from  the  State  Fund.  The  difference  in  the  current  level  total  shown  in  this  table  and  the  table  above 
is   due   to   rounding. 

One  Time  Appropriations  -  A  one-time  state  special  revenue  appropriation  and  1.0  FTE  for  administration 
of  the  employers'  payroll  tax  was  removed  from  the  base.  Administration  of  the  tax  was  transferred  to 
the   Department  of  Revenue   (DOR)   effective  July   1,    1991. 

Non-Budgeted  Expenditures  -  Expenditures  for  accounting  adjustments  required  by  Generally  Accepted 
Accounting  Principles  (GAAP)  for  a  proprietary  fund  operations  were  removed  from  the  base.  GAAP 
requires  that  costs  such  as  accrued  sick  and  annual  leave  balances  and  depreciation  be  recorded  in  SBAS. 

Statutory  Appropriation  Expenditures  for  a  statutory  appropriations  totalling  $73,836,589  were  removed  from 
the  base.  Proprietary  fund  interest  expenses  of  $272,363  for  a  loan  from  the  new  fund  to  the  old  fund 
were   removed.      The   interest  expense   is   statutorily   appropriated  by   section    17-7-502(4),   MCA. 

Proprietary  fund  statutory  appropriation  expenditures  of  $59,220,067  were  removed.  Authorized  by  section 
39-71-2504(2),  MCA,  these  transfers  of  employers'  payroll  tax  to  the  workers'  compensation  bond  account 
were  removed. 

State  special  revenue  fund  expenditures  of  $14,344,158,  authorized  by  section  39-71-2504(2),  MCA,  to  fund 
workers'  compensation  bond  payments  were  removed.  Employers'  payroll  tax  proceeds  above  the  amount 
required  for  debt  service  are  statutorily  appropriated  to  the  State  Fund  to  offset  the  unfunded  liability  in 
the   old  fund   (section   39-71-2504(2),   MCA). 

Budget  Amendment  Expenditures  -  The  State  Fund  processed  a  budget  amendment  and  expended  the  entire 
balance  of  $5.5  million  proprietary  funds  in  fiscal  1992  for  claims  costs  above  the  amount  appropriated 
by  the  1991  Legislature.  The  budget  amendment  is  not  removed  from  the  base,  as  claims  costs  are  an 
increasing  part  of  the   ongoing  operating  costs   of  the   State   Fund   in   the    1995   biennium. 

All  Other  Appropriations  -  The  agency  transferred  operating  funds  to  personal  services  to  hire  3.6  FTE. 
Three  of  the  FTE  are  programmer  analysts  and  0.6  FTE  is  an  auditor  position.  There  is  no  additional 
authority  or  special  appropriation  associated  with  these  FTE.  The  agency  created  the  FTE  within 
appropriation  authority  approved  by  the  1991  Legislature.  The  Executive  Budget  includes  a  budget 
modification   to  make   these   FTE   an   ongoing  item   in   the   agency  budget. 

The  difference   in   the   current   level   total   shown   in   this   table   and   the   table   above   is   due   to   rounding. 

Executive   Budget   Comparison 

The  Executive  Budget  is  $29.6  million  higher  over  the  biennium  than  the  LFA  current  level.  Almost  all 
of  the  difference  is  in  the  benefits  category  ($28.0  million).  The  Executive  Budget  is  10  percent  higher  than 
the   State   Fund   actuary's  estimates   of  benefit  costs  for   the    1995   biennium   (see   Issues   section). 

Executive  Budget  operating  costs  are  $676,582  higher  over  the  biennium  than  the  LFA  current  level.  The 
executive    current    level     includes    about    $400,000    more    in     commissions    than     the     LFA    current    level. 
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Commissions  are  payments  made  to  employers  who  have  safety  programs  and  are  continued  at  the  fiscal 
1992  actual  expenditure  in  the  LFA  current  level.  Another  difference  is  due  to  the  computer  system 
upgrade  being  installed  by  the  State  Fund,  which  adds  about  $332,500  over  the  biennium.  The  executive 
includes  the  costs  in  current  level,  while  the  LFA  highlights  the  request  as  a  budget  issue.  The  Executive 
Budget  includes  $134,300  more  for  the  biennium  for  the  cost  of  belonging  to  the  National  Council  on 
Compensation  Insurance.  The  LFA  current  level  increases  the  cost  of  dues  at  the  same  rate  as  the  actual 
cost  of  dues  increased  between  fiscal   1991  and   1992. 

Some  of  these  differences  are  offset  in  areas  where  the  LFA  is  higher  than  the  executive.  The  LFA 
current  level  includes  $75,000  in  fiscal  1994  for  a  private  industry  consultant  to  review  State  Fund  policies 
and  procedures.  The  Executive  Budget  includes  this  contract  as  a  budget  modification.  The  LFA  includes 
an  additional  $76,000  in  maintenance  expenditures  for  the  current  computer  system.  These  expenditures 
are   reduced   in   the   executive   current  level   due   to   the   computer  system   upgrade. 

The  Executive  Budget  includes  $183,963  more  for  equipment  during  the  biennium  than  the  LFA  current 
level.  The  LFA  did  not  include  the  equipment  for  the  computer  system  upgrade  as  a  current  level  item 
and  highlights  it  for  consideration  by  the  legislature.  Some  of  the  difference  between  the  two  budgets  is 
offset  by   a   lower   average   cost  for  replacement  vehicles  in   the   Executive   Budget. 

The  Executive  Budget  includes  $800,000  more  over  the  biennium  than  the  LFA  current  level  to  fund 
transfers.  Those  costs  include  payments  to:  1)  the  Department  of  Social  and  Rehabilitation  Services  for 
rehabilitation  panels;  and  2)  the  Department  of  Labor  and  Industry  for  the  State  Fund  share  of  the 
Workers'   Compensation   Court  and   rehabilitation    and   subsequent  injury   assessments. 


6103  00  00000 

State  Comp.  Mutual  Ins.  Fund 
Budget  Modification 

Ex 

ecut 
p 

G 

ive  Budget  Modifications 

Fiscal  1994 

Fiscal  1995 

FTE 

General 
Fund 

Total 

Funds 

FTE 

General 
Fund 

Total 
Funds 

1  Imaging  Computer  System 

2  New  Positions 

3  Fraud  Investigation 

4  External  Policy— Procedures 

Totals 

Review 

01 
01 
01 
01 

3.00 
3.60 

6.60 

$283,745 

143,684 

65,000 

$492,429 

6.00 
3.60 

9.60 

$730,476 

143,858 

90,000 

75.000 

$1,039,334 

Executive  Budget  Modifications 

1)  Imaging  -  The  Executive  Budget  includes  3.0  FTE  and  $283,745  in  proprietary  funds  in  fiscal  1994  and 
6.0  FTE  and  $730,476  in  proprietary  funds  in  fiscal  1995  to  implement  a  computer  imaging  system. 
Implementation  of  the  imaging  system  is  integrally  correlated  with  current  level  budget  increases  in  the 
Executive  Budget  to  upgrade  the  existing  State  Fund  computer  system.  This  budget  modification  is  more 
fully  discussed   in   the   Issues   section   of  the   LFA  narrative. 

2)  New  Positions  -  In  fiscal  1992,  the  State  Fund  reallocated  funds  from:  1)  contracted  services  to 
personal  services  to  support  3.0  programmer  analyst  FTE;  and  2)  operating  expenditures  to  personal  services 
support  0.6   audit  FTE.      This   request  would   make   that  operating  plan   change   permanent. 
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3)  Fraud  Investigation  -  The  Executive  Budget  contains  $155,000  in  proprietary  funds  over  the  biennium 
to  expand  the  workers'  compensation  fraud  investigation  program.  The  State  Fund  contracts  with  the 
Department  of  Justice  for  fraud  investigation  services.  The  current  level  expenditure  for  this  activity  is 
about  $39,500  per  year  and  funds  services  of  one  investigator.  This  budget  modification  would  fund 
services  of  three   investigators. 

This  budget  modification  is  funded  entirely  from  the  old  fund  (claims  incurred  prior  to  July  1,  1990). 
The  legislature  may  wish  the  State  Fund  to  document  that  all  of  the  investigation  effort  will  be  directed 
to   old   fund   claims   and   none   to   new  fund   claims. 

4)  External  Review  -  The  Executive  Budget  includes  $75,000  in  proprietary  funds  for  an  external  review 
of  State  Fund  policies  by  a  contractor  from  a  private  insurance  agency  or  a  contractor  familiar  with 
private  insurance   agency  practices.      This  review   would  supplement  work   done  by  the   Legislative  Auditor. 

The  LFA  current  level  also  includes  $75,000  for  this  review  as  part  of  ongoing  program  evaluation  efforts 
undertaken  by  the  State  Fund  during  the  1991  biennium.  The  LFA  current  level  includes  a  $75,000 
biennial  appropriation  in  fiscal  1994  so  that  findings  could  be  available  for  consideration  and  action  by 
the   54th   Legislature. 

The  legislature  may  wish  to  consider  assigning  contract  oversight  to  an  entity  other  than  the  State  Fund 
to  institute  an  "arm's  length"  transaction  between  the  State  Fund  and  industry  auditors.  The  legislature 
would  need  to  consider  the  ability  of  the  entity  to:  1)  let  a  request  for  proposal;  2)  evaluate  and 
negotiate  proposals;  3)  oversee  and  monitor  contract  performance;  and  4)  perform  associated  accounting  work. 

Issues 


Payment   of  Old   Fund   Benefits   and   Administrative   Costs      State    Fund   staff  estimate   all   funds   currently 
available  to   support  claims  and  administrative  expenses  in   the   old  fund  (claims  for  injuries  that  occurred 
prior  to  July,    1990)   will  be   spent  by  the  end  of  fiscal   1993.      The   Executive   Budget  proposes  to  increase 
the    employers'    payroll    tax    (currently 
at  0.28   percent)  and  levy  the  tax  on 


employees  as  well  as  employers. 
This  issue  is  discussed  in  the 
"Budget  Outlook"  section  in  Volume  I. 

Estimate  of  Benefits  and  Claims 
The  Executive  Budget  is  $28.0  million 
higher  than  the  LFA  current  level 
estimate  of  benefits  and  claims. 
Table  A  compares  the  State  Fund 
actuary's  estimate  of  1995  biennium 
claims  to  the  LFA  and  executive 
current  level  budgets.  The  LFA 
current  level  is  about  one  percent 
higher  than  the  actuary's  estimate  of 
total  benefits  and  claims,  because  the 
actuary  did  not  estimate  payment  of 
old  fund  claims  for  years  prior  to 
fiscal  1979.  The  LFA  current  level 
includes      the      Legislative      Auditor's 


Table  A 

Actuarial  Estimate  of  Claims  Compared  to  LFA  and 
Executive 

Current  Level  1995  Biennium 


Estimate/Fund  Actuary 


LFA 


Executive 


Percent 
Above  Actuary 
LFA        Exec. 


New  Fund 
Old  Fund 

Total  Costs 


New  Fund 
Old  Fund 


Fiscal  1994 


$101,714,525  $101,714,525  $111,885,978 
49.219.977    51.a00.000    54.141.975 

$150,934,502  $153,014,525  $166,027,953 

Fiscal  1995 


0.00%    10.00% 
4.23%    10.00% 


1.38%    10.00% 


$124,894,354     $124,894,354      $137,383,789       0.00%     10.00% 
41.422.433         43.100.000         45.564.676      4.05%    10.00% 


Total  Costs  $166,316,787     $167,994,354     $182,948,465       1.01%    10.00% 
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estimate   of  old  fund   claims  for  those  years. 
percent  above   the   actuary's   estimate. 


In   comparison,   the   Executive   Budget  includes  claims  at   10 


Independent  Review  of  the  State  Fund  The  State  Fund  requested  $75,000  for  an  independent  review  of 
agency  policies  and  procedures  in  fiscal  1995.  The  LFA  current  level  includes  this  amount  in  fiscal  1994 
as  a  biennial  appropriation,  while  the  Executive  Budget  includes  the  contract  as  a  budget  modification  in 
fiscal    1995. 


If  the  review  can  be  conducted  in  fiscal  1994,  the  findings  would  be  available  for  consideration  by  the 
1995  legislature.  Additionally,  the  legislature  may  wish  to  consider  authorizing  an  entity  other  than  the 
State  Fund  to  manage  the  contract  for  the  review.  A  contractor  would  then  clearly  not  be  an  employee 
of  or   consultant   to   the    State    Fund.       Contract    management    would    include    evaluation    of  the    proposals, 

interview  and  selection  of 
contractors,  and  contract  oversight. 

Computer  System  Requests  The 
Executive  Budget  includes  $1.35 
million  to  upgrade  the  current 
State  Fund  computer  system  and 
to  implement  a  computer  imaging 
system.  The  system  upgrade  is 
included  in  the  executive  current 
level  and  the  imaging  system  is 
presented  as  a  budget 

modification.  Table  B  summarizes 
total  costs  for  the  imaging  system 
and  for  the  upgrade  of  the 
current   system. 

Imaging  is  a  relatively  new 
computer  technology  that  allows 
documents  to  be  copied  and  stored 
as  computer  medium,  retrieved 
and  viewed  on  a  computer  screen, 
and  reprinted  on  paper  when 
necessary.  Many  users  can  view 
a  stored  document  at  the  same 
time,  unlike  paper  files  that  may 
only  be  used  by  one  individual  at 
a  time.  An  imaging  system  can 
be  designed  to  prevent  users  from 
altering  documents  copied  into  the 
system  and  to  ensure  that  backup 
files  are  maintained,  creating 
permanency  for  computerized  files. 

The  imaging  system  can  be 
implemented  without  upgrading 
the  current  system.     However,  the 


Table  B 

Computer  System  Requests 

1995  Biennium 

Budget  Item 

—Agency  Request— 
FY  1994          FY  1995 

Biennial 
Total 

3ercent  of 
Total 

Imaging  Budget  Modification 

3.0 

$87,408 

33,581 

28,500 

134,256 

6.0 

$165,106 

286,790 

57,000 

221.580 

6.0 

$252,514 

320,371 

85,500 

355,836 

FTE 

Personal  Services 

Operating  Expenses 

Equipment 

Debt  Service 

Imaging  Costs 

$283,745 

$730,476 

$1,014,221 

Imaging  Funding 
State  Fund  Proprietary 
Old  Fund  Proprietary 

$185,569 
98.176 

$477,731 
252.745 

$663,300 
350,921 

65.40% 
34.60% 

Subtotal  Imaging  Funding 

$283,745 

$730,476 

$1,014,221 

100.00% 

Upgrades  of  Computer  System 

$118,708 
118,116 

$46,782 
48,884 

$165,490 
167,000 

Operating  Costs 
Equipment  and  Software 

System  Upgrade  Costs 

$236,824 

$95,666 

$332,490 

System  Upgrade  Funding 
State  Fund  Proprietary 
Old  Fund  Proprietary 

Total  Funds 

$178,417 
58.407 

$236,824 

$75,423 
20,243 

$95,666 

$253,840 
78,650 

$332,490 

76.35% 
23.65% 

100.00% 

GRAND  TOTAL  COMPUTER  SYSTEMS  REQUEST 

$1,346,711 

Total  Cost 

$520,569 

$826,142 

Total  Funding 
State  Fund  Proprietary 
Old  Fund  Proprietary 

$363,986 
156.583 

$553,154 
272.988 

$917,140 
429.571 

68.10% 
31.90% 

Total  Funding 

$520,569 

$826,142 

$1,346,711 

100.00% 
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system   upgrade   will   significantly   enhance   the   usefulness   and  benefits   of  the   imaging   system. 

System  Upgrade  The  upgrade  of  the  current  system  will  complete  a  rewrite  of  the  claims  management 
system  software  and  replacement  of  computer  hardware  for  the  entire  agency.  The  upgrade  will  replace 
the  Wang  mini-computer  system  with  a  personal  computer  system  and  local  area  network  (LAN).  LAN's 
are  a  configuration  of  hardware,  software,  and  wiring  connections  that  link  personal  computers  together 
and  allow  the  computers  to  share  data.  If  the  LAN  is  connected  to  the  statewide  data  network,  personal 
computers  connected  to  the  LAN  can  also  communicate  with  the  state  mainframe  computer  and  other 
personal  computers  on  other  LANs  connected  to  the  state  mainframe.  The  system  upgrade  will  significantly 
enhance   the  benefits  associated   with   the   imaging  system. 

The  system  upgrade  will  cost  $332,490  during  the  biennium,  with  costs  split  about  evenly  between 
operating  expenses  and  equipment.  The  primary  operating  cost  increases  are:  1)  mainframe  processing 
of  $61,384  in  fiscal  1994  and  $56,999  in  fiscal  1995;  and  2)  network  fees  of  about  $22,000  in  fiscal  1994 
and  $20,000  in  fiscal  1995.  Some  costs  are  offset  by  reductions  in  equipment  maintenance  of  about 
$48,000  in  fiscal  1995.  About  $102,700  of  the  biennial  equipment  request  is  for  hardware  and  about 
$52,300  is  for  software. 

Non-standard  Personal  Computer  Software  The  system  upgrade  will  install  hardware  that  allows  the  State 
Fund  to  more  easily  share  computer  data  with  other  state  agencies.  However,  the  agency  has  installed 
personal  computer  spreadsheet  and  word  processing  software  that  is  not  the  compatible  with  state  standards 
for  such   products. 

The  Department  of  Administration  (DofA)  establishes  state  standards  for  personal  computer  software  and 
hardware  with  the  goals  of:  1)  enhancing  compatibility  among  computers  used  throughout  state 
government;  2)  facilitation  of  data  sharing  among  state  agencies;  and  3)  minimizing  the  cost  of  employee 
training,  data  entry,  and  software  support  throughout  state  government.  DofA  has  statutory  authority  to 
review  and  approve  computer  hardware  purchased  by  state  agencies  to  ensure  network  compatibility  and 
conformity  with  the  statewide  data  processing  plan  (section  2-17-501(l)(b),  MCA),  but  DofA  does  not  have 
similar  statutory  authority  to  review  and  approve  agency  software  purchases.  So,  agency  compliance  with 
software   standards  is   voluntary. 

The  cost  of  the  State  Fund  system  upgrade  includes  almost  $27,000  to  replace  personal  computer 
spreadsheet  and  word  processing  software.  The  request  contains  adequate  authority  to  fund  a  conversion 
to  standard  software.  The  software  currently  installed  at  the  State  Fund  is  familiar  to  their  staff  and 
data-processing  support  group  and  may  be  the  best  product  (at  this  point  in  time)  for  the  applications  they 
want  to  use.  However,  from  a  statewide  perspective,  the  State  Fund  cannot  share  data  easily  with  other 
agencies  in  state  government  that  use  standard  software.  The  legislature  may  wish  to  direct  the  State 
Fund  and  the  DofA  to  work  together  to  make  a  recommendation  during  the  1993  session  concerning  the 
most   appropriate   software   for  the   State   Fund   to   purchase. 

Allocation  of  Cost  to  the  Old  Fund  The  cost  of  the  system  upgrade  is  allocated  24.7  percent  to  the  old 
fund  in  fiscal  1994  and  21.1  percent  in  fiscal  1995.  This  cost  allocation  may  be  inappropriate.  If  the 
system  upgrade  is  allocated  on  a  life  cycle  basis,  the  old  fund  would  bear  a  smaller  share  of  the  costs 
since  old   fund   claims   and   administrative   costs   will   decline   as   a   share   of  total   agency  costs. 

Imaging  System  The  imaging  system  modification  will  add  $1  million  during  the  biennium.  The  request 
includes  3.0  FTE  in  fiscal  1994  and  6.0  FTE  in  fiscal  1995.  However,  the  documentation  for  this  budget 
modification  provided  by  the  agency  and  the  Office  of  Budget  and  Program  Planning  is  inadequate  to 
determine  what  other  types  of  costs  are  anticipated  or  funded.     The  legislature  may  wish  to  request  that 


State   Compensation   Mutual   Insurance   Fund  Summary 

A-221 


State   Compensation   Mutual   Insurance   Fund  Summary 

the  State  Fund  provide  additional  detail  regarding  ongoing  operating  cost  expenditures  for  the  imaging 
budget  modification. 

Implementation  of  the  imaging  system  impacts  the  system  upgrade  request.  Personal  computers  and 
terminals  included  in  the  system  upgrade  are  estimated  to  cost  about  $3,300  each  because  it  is  necessary 
to  use  a  high  resolution  monitor  to  make  the  best  use  of  the  imaging  technology.  In  comparison,  a 
computer  and  monitor  purchased  through  the  state  term  contract  are  estimated  to  cost  about  $1,800  during 
the   1995  biennium. 

Allocation  of  Cost  to  the  Old  Fund  Funding  for  the  imaging  system  is  allocated  34.6  percent  to  the  old 
fund.  This  cost  allocation  may  be  inappropriate.  If  the  system  cost  is  allocated  on  a  life  cycle  basis, 
the  old  fund  would  bear  a  smaller  share  of  the  initial  system  development  and  equipment  costs  since  old 
fund   claims   and   administrative   costs   will   decline   as   a   share   of  total   agency   costs. 
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Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 

Level 

Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  ~  94 

HTE 

222.50 

217.90 

217.90 

217.90 

217.90 

217.90 

217.90 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  and  Claims 
Transfers 
Debt  Service 

5,838,713 

4,276,887 

96,421 

115,265,200 

75,992,084 

272.363 

5,794,673 

3,161,801 

292,287 

115,265,200 

2,427,859 

5,896,505 

3,813,399 

127,138 

118,060,000 

2,959,054 

6,269,076 

3,230,240 

172,253 

153,014,525 

2,439,300 

6,267,589 

3,516,606 

281,566 

166,027,953 

2,839,300 

6,277,444 

3,080,166 

104,947 

167.994,354 

2,316,695 

6,275,960 

3,470,382 

179,597 

182,948,465 

2,716,695 

474,403 

68,439 

(120,034! 

37,749,325 

11,441 

Total  Costs 

$201,741,669  $126,941,820  $130,856,096  $165,125,394  $178,933,014 

$179,773,606  $195,591,099 

$38,183,574 

Fund  Sources 

State  Revenue  Fund 
Proprietary  Fund 

14,355,185 
187.386.484 

126.941.820 

130.856.096 

165.125.394 

178.933.014 

179.773.606 

195.591.099 

38.183.574 

Total  Funds 

$201,741,669 

$126,941,820  $130,856,096  $165,125,394 

$178,933,014  $179,773,606  $195,591,099 

$38,183,574 

Program   Description 

The  State  Fund  established  January  1,  1990,  provides  liability  insurance  for  workers'  compensation  and 
occupational  disease.     The  State  Fund  may  not  refuse  coverage  to  any  employer  (section   39-71-431,  MCA). 

LFA  Current  Level 

Personal  services  costs  increase  $474,403  from  fiscal  1992  to  fiscal  1994  due  to  fully  funding  the  1993 
biennium  pay  plan,  vacancy  savings  experienced  in  fiscal  1992,  and  several  promotions.  All  employees  in 
the  State  Fund  are  exempt  from  classification  on  the  state  personnel  system  so  the  promotions  are  not 
tied  to   specific  grade   increases. 

Significant  operating  expense  increases  for  the  agency  are:  1)  contracted  services  for  an  independent  review 
of  State  Fund  policies  and  procedures  ($75,000)  in  fiscal  1994  (see  Issues  section);  2)  actuarial  services 
($30,000);  3)  travel  costs  of  about  $9,400  in  fiscal  1994  for  State  Fund  staff  to  attend  the  American 
Association  of  State  Compensation  Insurance  Funds  (AASICF)  meeting  in  Kalispell;  and  4)  the  legislative 
audit  budgeted  for  $52,032  compared  to  actual  expenditures  of  $29,882.  These  increases  are  partially  offset 
by  deflationary  adjustments  for  mainframe  computer  processing,  telephone  equipment  rental,  and  long 
distance  call  rates  of  $106,011  in  fiscal  1994  and  $132,996  in  fiscal  1995.  Other  operating  cost  increases 
and   reductions   are   discussed   in   greater  detail   in   the  following  program   narratives. 

Equipment  includes  replacement  of  office  equipment,  personal  computers,  and  purchase  of  new  equipment. 
Equipment   is   discussed   in   greater  detail   in   the  following  program    narratives. 

Claims  are  payments   to  injured   workers  and  compensation   of  medical   costs   associated  with   their  injuries. 

Transfers  are  made  to:  1)  a  bond  sinking  fund  to  pay  for  the  State  Fund  building;  and  2)  the  Department 
of  Labor  and  Industry  for  the  State  Fund  share  of  the  Workers'  Compensation  Court  and  rehabilitation 
and   subsequent  injury   assessments. 

The  State  Fund  is  funded  from  premiums  paid  for  workers'  compensation  insurance.  Premium  payments 
cover  administration   and   claims  payments  for  the   new  fund   (workers'  compensation   claims   occurring  July 
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1,  1990  and  later).  Old  fund  costs  are  funding  by  the  payroll  tax  proceeds.  However,  beginning  in 
January    1993,   there   are   insufficient  revenues  to   support  these   costs,   as   discussed   below. 

Program  Budgets  The  State  Fund  is  comprised  of  three  programs-Administration,  Underwriting,  and 
Benefits.  The  following  tables  and  narrative  separately  present  and  discuss  the  budget  request  for  these 
programs  to  comply  with  legislative  intent  (see  page  A-250  of  the  LFA  Appropriations  Report,  1993 
Biennium). 


Administration 


Program 


Table  1 
Administration  Program 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994              FY  1995 

Change 
92  to  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

Total  Costs 

State  Fund  Proprietary 
Old  Fund  Proprietary 

Total  Funds 

73.50 

$2,028,995 
779,330 
207,177 
441,803 

$3,457,305 

$2,308,787 
1.148.518 

$3,457,305 

73.50 

$2,193,917 

841,894 

38,055 

439,300 

$3,513,166 

$2,616,959 
896.267 

$3,513,226 

73.50 

$2,197,023 

705,866 

11,272 

316.695 

$3,230,856 

$2,576,918 
653.938 

$3,230,856 

0.00 

$164,922 
62,564 

(169,122) 
(2.503: 

$55,861 

$308,172 
(252.251) 

$55,921 

Fiscal  1992  expenditures  for 
the  Administration  program 
are  shown  in  Table  1. 
Personal  services  increase 
$164,922  between  fiscal  1992 
and  1994  due  to  vacancy 
savings    experienced    in    fiscal 

1992  and    fully    funding    the 

1993  biennium   pay  plan. 

Operating     expenses     increase 

$62,564    between    fiscal     1992 

and     1994     due     to:         1)     a 

$75,000  contract  for 

independent    review    of    State 

Fund    policies   and    procedures 

in   fiscal    1995;   2)   inflationary    adjustments   of  $5,750   in   fiscal    1994   and   about   $9,400   in    fiscal    1995;   3) 

equipment  and  building  maintenance  of  $8,500  annually;  4)  network   service  fees  of  about  $8,000  annually; 

5)   travel    and   registration    fees   of  about   $7,200   in    fiscal    1994   for   staff  and   board   member   travel   to   an 

AASICP  meeting  in   Kalispell;  6)  minor  building  modifications  of  $4,200  in   fiscal   1994  to  comply  with   the 

federal   Americans   with   Disabilities  Act;   7)   addition   of  grounds  maintenance  fees   of  about  $2,200;   and   8) 

the  legislative  audit  budgeted  for  $52,032,  compared  to  actual  expenditures  of  $29,882.     The   1993  biennial 

audit  appropriation   is  $88,542. 

Operating  cost  increases  are  partially  offset  by  deflationary  adjustments  in  mainframe  computer  processing, 
telephone  equipment  rental,  and  telephone  long  distance  rates  of  about  $48,100  in  fiscal  1994  and  $63,000 
in  fiscal  1995  and  insurance  and  bond  costs  of  about  $23,200  annually.  Fiscal  1995  operating  costs  are 
lower  than  fiscal  1992  expenditures  due  to  cyclical  and  one-time  costs  budgeted  in  fiscal  1994  and 
deflationary   adjustments. 

Equipment  budgeted  for  the  Administration  program  includes  replacement  of  4  dictaphones,  3  typewriters, 
3  calculators,  2  laser  printers,  and  2  laptop  computers  each  year.  Replacement  of  software,  two  tables, 
and   miscellaneous   computer  equipment  is   also  funded. 

Transfers  include  deposits  to  a  sinking  fund  to  retire  debt  on  the  State  Fund  building  ($439,300  in  fiscal 
1992   and  $316,695   in   fiscal    1995). 

Funding  The  Administration  program  is  funded  from  proprietary  funds.  The  allocation  between  new  and 
old  fund  funding  sources  is  based  on  the  agency  estimate  of  time  spent  on  activities  related  to  the  new 
and   old  fund. 
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Underwriting  Program      Table   2   compares  fiscal    1992   expenditures  to   the    1995  biennium   current  level   for 
the   Underwriting  program.      Personal   services  increase   $109,104   from   fiscal    1992   to    1994. 

Operating  expenses  also  rise 
between  fiscal  1992  and  1994 
due     to     increases     in:  1) 

actuarial  services  of  $30,000 
each  year;  2)  National 
Council  of  Compensation 
Insurance  (NCCI)  dues  of 
$4,500  in  fiscal  1994  and 
about  $6,800  in  fiscal  1995; 
3)  consultant  analysis  of  air 
and  noise  contaminants  in 
work  places  of  $6,000  in 
fiscal  1994  and  $3,000  in 
fiscal  1995;  4)  travel  of  about 
$2,200  in  fiscal  1994  to 
attend  the  AASCIF  conference 
in  Kalispell;  5)  inflationary  adjustments  of  about  $5,750  in  fiscal  1994  and  about  $9,400  in  fiscal  1995; 
and  6)  fixed  cost  increases  of  about  $2,000  in  fiscal  1994  and  $4,000  in  fiscal  1995.  The  annual  cost 
of  NCCI  dues  is  budgeted  in  the  appropriate  fiscal  year,  creating  an  increase  of  about  $43,000  over  actual 
expenditures,   as  that  amount  of  fiscal    1992   NCCI   dues   was  paid   after  fiscal   year   end. 


Tabh 

32 

Underwriting  Program 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994             FY  1995 

Change 
92  to  94 

FTE 

46.40 

46.40 

46.40 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 

$1,249,835 

1,012,572 

41.437 

$1,358,939 

1,069,766 

65.467 

$1,360,807 

1.061,237 

38.457 

$109,104 
57,194 
24.030 

Total  Costs 

$2,303,844 

$2,494,172 

$2,460,501 

$190,328 

State  Fund  Proprietary 
Old  Fund  Proprietary 

$2,285,086 
18.758 

$2,444,172 
50.000 

$2,410,501 
50.000 

$159,086 
31.242 

Total  Funds 

$2,303,844 

$2,494,172 

$2,460,501 

$190,328 

Cost  increases  are  partially  offset  by  deflationary  adjustments  in  mainframe  computer  processing,  telephone 
equipment  rental,  and  telephone  long  distance  rates  of  about  $31,000  in  fiscal  1994  and  $37,000  in  fiscal 
1995. 


Funding     The   Underwriting   program   is  funded   primarily   from   new  fund   proprietary  funds, 
estimated   actuarial   contract  is   allocated  to   the   old   fund. 


Half  of  the 


Benefits  Program  The  Benefits 
program  current  level  budget  for 
the  1995  biennium  is  shown  in 
Table      3.  Personal      services 

increase  due  to  vacancies  in  fiscal 
1992,  promotions,  and  fully 
funding  the  1993  biennium  pay 
plan. 

Operating  costs  decrease  due  to: 
1)  deflationary  adjustments  in 
mainframe  computer  processing, 
telephone  equipment  rental  rates, 
and  long  distance  rates  of  about 
$43,400  in  fiscal  1994  and  about 
$55,600  in  fiscal  1995;  and  2) 
reductions  in  the  amount  paid  to 
the  State  Auditor's  Office  to 
process  warrants  of  $15,707  in 
fiscal    1994    and    $18,707    in    fiscal 


Table  3 

Benefits  Administration  and  Payments 

Budget  Item 

Actual 
FY  1992 

— Current  Level — 
FY  1994             FY  1995 

Change 
92  to  94 

FTE 

98.00 

98.00 

98.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits 

New  Fund 

Old  Fund 
Transfers 

$2,515,843 

1,369,899 

43,673 

47,869,031 

67,396,169 

1.986.056 

$2,716,220 

1,318,579 

68,672 

101,714,525 

51,300,000 

2.000.000 

$2,719,614 

1,313,063 

55,218 

124,894,354 

43,100,000 

2.000.000 

$200,377 
(51,320) 
24,999 

53,845,494 

(16,096,169) 

13.944 

Total  Costs 

$121,180,671 

$159,117,996 

$174,082,249 

$37,937,325 

State  Fund  Proprietary 
Old  Fund  Proprietary 

Total  Funds 

$51,573,042 
69.607.629 

$121,180,671 

$105,802,093 
53.315.903 

$159,117,996 

$129,445,098 
44.637.151 

$174,082,249 

$54,229,051 
(16.291.726) 

$37,937,325 
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1995.  The  1991  Legislature  appropriated  funds  to  several  agencies,  including  the  State  Fund,  to  offset 
general  fund  costs  and  directly  reimburse  the  State  Auditor  for  the  cost  of  processing  state  warrants.  The 
1991  Legislature  also  directed  the  State  Auditor  to  develop  a  schedule  of  fee  assessments  for  all  non- 
general  fund  sources  to  recoup  an  appropriate  share  of  the  cost  of  processing  warrants.  State  Fund  costs 
declined  because  the  allocation  system  designed  by  the  State  Auditor  was  more  refined  than  the  one  used 
to   estimate   warrant  processing  fees   during  the    1991   session. 

Reductions  in  operating  costs  are  partially  offset  by  increases  in:  1)  contracted  services  for  medical, 
chiropractic,  and  pharmaceutical  review  of  workers'  compensation  claims  of  about  $1,750  annually;  and  2) 
inflationary   adjustments  of  about  $9,000  in   fiscal    1994   and   about   $11,400   in   fiscal    1995. 

Equipment  includes:  1)  replacement  of  3  vehicles  each  year;  2)  purchase  of  28  chairs  over  the  biennium; 
and  3)  purchase  of  8  video  cameras.  The  cameras  will  be  used  by  field  staff  to  record  the  condition  of 
equipment  and  machinery  and  to  record  physical  activities  of  claimants  so  that  physicians  may  more 
accurately   determine   whether   a   claimant  is   able   to   return   to   work. 


Table  4 

Actual  and  Estimated  Worker's  Compensation  Claims 

Fiscal  1992  Through  Fiscal  1995 

Ail 

Claims  Costs/                        Actual                      Estimated  Claims o 

Premium  Income              FY  1992           FY  1993            FY  1994           FY  1995 

nual  Rate 
f  Change 
92  to  95 

New  Fund                          $47,869,031     $76,755,290  $101,714,525  $124,894,354 
Old  Fund                              67,396,169       62,500,000       51.300.000       43.100,000 

37.66% 
-13.84% 

Total  Costs                       $115,265,200  $139,255,290  $153,014,525  $167,994,354 

13.38% 

Annual  Change                                                 20.81%                9.88%               9.79% 

Premium  Income            $126,696,648  $165,000,000  $181,500,000  $199,650,000 

16.37% 

Annual  Change                                                 30.23%              10.00%              10.00% 

Premium  Income  in         $78,827,617     $88,244,710     $79,785,475     $74,755,646 
Excess  of  New  Fund  Claims 

Benefits  grow  $52.7  million 
from  fiscal  1992  to  1995 
(Table  4).  LFA  current 
level  benefits  include  the 
State  Fund  actuary's 

benefits  projections  for  both 
funds.  However,       the 

actuary  did  not  estimate 
the  cost  of  old  fund  claims 
that  occurred  prior  to  fiscal 
year      1979.  The      LFA 

adjusted  the  actuary's 
estimate  of  old  fund  claims 
based  on  an  estimate  by 
the  Legislative  Auditor's 
Office  of  old  fund  claims 
incurred  prior  to  fiscal 
1979. 


The  estimate  of  claims  costs 
for  fiscal  1993  is  $21.1  million  (Table  4)  higher  than  the  fiscal  1993  appropriation  (agency  table).  The 
Executive  Budget  includes  a  supplemental  for  fiscal  1993  benefits  of  $18,741  million,  about  $2.4  million 
less  than   the   LFA  current  level   estimate. 

Old  fund  claims  decline  $24.3  million  from  fiscal  1992  to  fiscal  1995,  but  the  reductions  are  more  than 
offset  by  increases  in  new  fund  claims.  Total  claims  are  projected  to  rise  slightly  more  than  10  percent 
each  year  in  the  1995  biennium.  The  average  annual  rate  of  growth  in  new  fund  claims  is  37.7  percent 
from  fiscal  1992  to  fiscal  1995.  Old  fund  claims  decline  at  an  average  annual  rate  of  13.8  percent  over 
the   same   time   period. 

Table  4  also  shows  actual  and  estimated  premium  income  from  fiscal  1992  to  fiscal  1995.  Premium 
income  covers  the  cost  of  new  fund  claims.  Premium  income  in  excess  of  annual  claims  payments  is 
invested  and  paid  out  as  additional  claims  come  due.  Premium  income  is  estimated  to  increase  at  an 
annual  average  rate  of  16.4  percent  from  fiscal  1992  to  fiscal  1995,  due  to  an  increasing  wage  base  and 
increase   in   premium   rates. 
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Claims  and  administration  costs  for  the  old  fund  were  covered  by  bond  proceeds  backed  by  a  0.28  percent 
payroll  tax  paid  by  employers.  The  state  issued  $142.1  million  in  workers'  compensation  bonds  in  July 
1991.  According  to  State  Fund  staff,  bond  proceeds  will  be  expended  by  mid-January  1993.  The  Board 
of  Investments  has  authorized  $32.2  million  in  loans  from  the  new  fund  to  cover  old  fund  liabilities 
through  June  30,  1993.  Beginning  in  July,  there  will  be  insufficient  revenue  to  pay  old  fund  claims  and 
pay  debt  service  on  the  bond.  This  issue  is  more  fully  discussed  in  "Budget  Outlook  for  the  1995 
Biennium"   in   the   summary   section   of  volume   I. 

Funding  Allocation  of  funding  for  the  Benefits  program  between  the  new  and  old  fund  is  the  same 
proportion  as  the  claims  payments  from  the  new  and  old  fund.  Fiscal  1992  funding  reflects  the  split 
between  old  and  new  fund  claims,  while  fiscal  1994  and  1995  funding  is  based  on  projections  of  claims 
payments  for  those  years.  The  amount  of  funding  allocated  to  the  old  fund  declines  from  fiscal  1992 
though   fiscal    1995   reflecting  the   decline   in   old  fund   claims   and   the  increase   in   new  fund   claims. 

Funding 

The   new   fund  is    supported   by   premium    payments   from    employers    who   purchase    workers'    compensation 

insurance   from  the   State   Fund.      The   old   fund   is   supported   by   bond   proceeds   backed   by   a   0.28    percent 

tax  on  payroll.  Bond  proceeds  will  be  expended  by  mid-January  1993,  creating  an  unfunded  liability  in 
the   old  fund. 
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Agency  Summary 
Budget  Item 

PUBLIC  EMPLOYEES  RETIREMENT  BOARD 

Actual              Current            Current 
Expenditures           Level                  Level                   LFA               Executive               LFA 
Fiscal  1992       Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Di  (Terence 
Exec.-LFA 

FTE 

20.00 

20.00 

20.00 

20.00 

20.00 

20.00 

20.00 

Personal  Services 
Operating  Expenses 
Equipment 

567,998 

657,874 

14.169 

567,998 

368,587 

14.169 

577,003 

433,526 

1.704 

594,889 

508,978 

7,111 

594,636 

529,460 

7.716 

596,705 

480,436 

5,431 

596,452 

509,946 

5,435 

(506 

49,992 

609 

Total  Costs 

$1,240,042 

$950,754 

$1,012,233 

$1,110,978 

$1,131,812 

$1,082,572 

$1,111,833 

$50,095 

Fund  Sources 

Non-expendable  Trust 
Total  Funds 

1.240.042 
$1,240,042 

950.754 
$950,754 

1.012.233 
$1,012,233 

1.110.978 
$1,110,978 

1.131.812 
$1,131,812 

1.082.572 
$1,082,572 

1.111.833 

$1,111,833 

50.095 

^50,095 

Agency  Description 

The  Public  Employees'  Retirement  Division  (PERD)  of  the  Department  of  Administration  administers  most 
of  the  state  employee  retirement  systems  including:  Public  Employees',  Game  Wardens',  Highway  Patrol, 
Judges',  Sheriffs',  Municipal  Police  Officers',  Firefighters'  Unified  Retirement  Systems  and  the  Volunteer 
Firefighters'  retirement  systems  (Title  19,  Chapters  3,  5,  6,  7,  8,  9,  12  and  13,  MCA).  It  also  administers 
the  Federal-State  Social  Security  Agreement  as  defined  in  Title  II,  Section  218  of  the  Social  Security  Act 
and  Title  19,  Chapter  1,  MCA.  The  administration  and  operation  of  the  retirement  systems  are  governed 
by  rules  adopted  by  the  Public  Employees'  Retirement  Board  (section  2-15-1009,  MCA).  Board  members, 
appointed  by  the  Governor  for  5  year  terms,  consist  of  3  public  employees  active  in  the  retirement  system, 
1   retired   employee,   and   2   members  at   large. 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget          One  Time       Language     Non-Budget     Statutory 
Amendment      Approp.           Approp.      Expenditure.-      Approp. 

All  Other 
Approp. 

Current  Lvl 
Fiscal  1992 

FTE                              20.00 

20.00 

Expenditure      1,240,042 

289,289 

950,753 

General 
Fund 

State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding              1,240,042 

289,289 

950,753 

Adjustments   to  Actual   Expenditures 

A  one-time  appropriation  with  expenditures  totalling  $289,289  was  removed  from  PERD  actual  expenditures. 
The  expenditures  were  for  contracted  services  to  rewrite  the  state  mainframe  PERD  computer  system.  The 
difference   in   the   current   level   total   shown   in   this   table   and   the   table   above   is   due   to   rounding. 

Executive  Budget  Comparison 

The  Executive  Budget  current  level  agency  budget  is  $50,095  higher  over  the  biennium  than  the  LFA 
current  level.  Most  of  the  difference  is  in  the  operating  expense  category.  The  executive  includes  $57,229 
more   in    contracted    services,    communications,    and   other   expenses   for:       1)    mainframe   processing   costs   for 
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the  new  retirement  system;  2)  contracted  medical  services  for  review  of  disability  claims;  and  3)  contracted 
services  for  presentation  of  retirement  planning  seminars.  The  LFA  current  level  includes  about  $7,500 
more  in  travel  and  utilities  costs  due  to:  1)  higher  average  lodging  and  air  fare  for  a  trip  for  two  staff 
to  Washington,  D.C.;  2)  fully  funding  the  agency  request  for  disability  claims  related  travel;  and  3)  higher 
utilities  costs  for  additional  space  authorized  by  the  1991  Legislature.  Equipment  and  personal  services 
costs  vary   slightly   due   to   salary   in   one  position   and   different  equipment  cost  estimates. 


6104  OOOOOOO 

Executive  Budget  Modifications 

Public  Employees  Retirement  Bd 
Budget  Modification 

P 

G 

Fiscal  1994 

Fiscal  1995 

General              Total 
FTE             Fund                Funds 

FTE 

General 
Fund 

Total 
Funds 

1  Disability  Claims  Examiner 

35 

1.00                                       $39,001 

1.00 

$34,591 

Totals 

1.00                                       $39,001 

1.00 

$34,591 

Executive   Budget  Modification 

1)  Disability  Claims  Examiner  -  The  Executive  Budget  includes  1.0  FTE  and  related  operating  costs 
supported  by  retirement  trust  funds  to  review  disability  retirement  claims.  During  the  1993  biennium,  this 
service  was  provided  by  staff  and  contracts  with  physicians.  The  1991  Legislature  authorized  $14,000  for 
initial  disability  claims  review  and  on-going  case  review  in  fiscal  1992,  but  the  agency  expended  only 
$7,731.      The   LFA  continues  the   actual   expenditures   of  $7,731   for   contracted   claims   review. 

The  executive  includes  an  increase  of  $3,500  in  fiscal  1994  and  $6,700  in  fiscal  1995  for  contracted  claims 
review  in  its  current  level  budget.  In  addition,  this  budget  modification  contains  $2,200  in  fiscal  1992 
and  $1,800  in  fiscal  1993  for  contracted  claims  review.  Thus,  the  total  increase  above  actual  expenditures 
in  the  Executive  Budget  is  $5,700  in  fiscal  1994  and  $8,500  in  fiscal  1995.  Actual  expenditures  for 
contracted   claims   review  have   averaged   $7,635   for  the   past  two   fiscal  years. 
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PUBLIC  EMPLOYEES'  RETIREMENT  BOARD      Public  Employees'  Retirement 

Program  Summary 

Actual  Current  Current                                                                                                                      LFA 

Expenditures          Level  Level                  LFA              Executive              LEA              Executive           Change 

Budget  Item Fiscal  1992  Fiscal  1992  Fiscal  1993  Fiscal  1994       Fiscal  1994       Fiscal  1995       Fiscal  1995          92-94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 


Non-expendable  Trust 
Total  Funds 


20.00 

567,998 

657,874 

14,169 

$1,240,042 


1.240.042 
$1,240.042 


20.00 

567,998 

368,587 

14.169 


20.00 

577,003 

433,526 

1.704 


20.00 

594,889 

508,978 

7,111 


20.00 

594,636 

529,460 

7,716 


20.00 

596,705 

480,436 

5,431 


20.00 

596,452 

509,946 

5.435 


$950,754   $1,012,233   $1,110,978   $1,131,812   $1,082,572   $1,111,833 

950.754    1.012.233    1.110.978    1.131.812    1.082.572    1.111.833 
$950.754   $1.012.233_.__$l,110u978   $1.131,812   $1.082.572   $1.111.833 


0.00 

26,891 

140,391 

(7,058 


$160,224 

160.224 
$160.224 


Program  Description 

PERD  administers  most  of  the  state  employee  retirement  systems.  It  also  administers  the  Federal-State 
Social  Security  Agreement  as  defined  in  Title  II,  Section  218  of  the  Social  Security  Act  and  Title  19, 
Chapter  1,  MCA.  The  administration  and  operation  of  the  retirement  systems  are  governed  by  rules 
adopted  by  the  Public  Employees'  Retirement  Board  (section  2-15-1009,  MCA).  Board  members  are 
appointed  by  the   Governor  for  five  year  terms. 

LFA  Current  Level 

Personal  services  costs  increase  due  to  fully  funding  the  1993  biennium  pay  plan  and  upgrades  of  3 
positions:  1)  grade  18  executive  to  grade  19;  2)  grade  9  payroll  technician  to  a  grade  12  payroll  benefits 
specialist;  and  3)  grade  8  administrative  clerk  to  a  grade  9  program  assistant  I.  Personal  services  costs 
also  increase  due  to  fully  funding  retirement  board  meeting  per  diem  (a  $1,600  annual  increase)  and 
anticipated   overtime   (an   increase   of  about  $800   annually). 

Operating  expense  increases  between  fiscal  1992  and  1994  are  largely  driven  by  the  following  fixed  cost 
increases:  1)  new  warrant  processing  fees  add  about  $40,000  annually;  2)  indirect  costs  to  support  services 
from  the  Legal  unit  in  the  Department  of  Administration  (DofA)  rise  about  $44,000  in  fiscal  1994  and 
$41,000  in  fiscal  1995;  3)  indirect  costs  to  support  services  from  the  DofA  Data  Processing  unit  add 
$37,500  each  year;  3)  the  legislative  audit  is  budgeted  for  $35,122  in  fiscal  1994  compared  to  fiscal  1992 
expenditures  of  $11,284  and  a  1993  biennial  appropriation  of  $38,424;  and  4)  rent  and  utilities  rise  about 
$11,500  each  year.  The  1991  Legislature  approved  the  PERD  request  to  rent  additional  space  in  fiscal 
1992;  however,  the  appropriation  covered  only  part  of  the  annual  rent.  Indirect  costs  for  support  services 
from  the  Legal  unit  are  based  on  a  fiscal  1992  time  allocation  study.  DofA  attorneys  have  been  spending 
more  time   on   retirement  issues   than   in   past  years. 

The  PERD  mainframe  computer  system  was  upgraded  during  the  1993  biennium  through  several  budget 
modifications  approved  by  the  1991  Legislature.  DofA  staff  estimate  that  processing  charges  for  the  new 
system   will   add   $29,951   in  fiscal   1994   and   $23,052   in   fiscal    1995. 

Increases  in  travel  of  about  $12,000  in  fiscal  1994  and  $9,000  in  fiscal  1995  are  the  only  other  major 
operating  expense  increase.  The  cost  of  board  member  travel  to  board  meetings  is  projected  to  rise  about 
$5,500  as  new  appointees  live  further  from  Helena  than  retiring  board  members.  In  fiscal  1992,  PERD 
reduced  operating  expenditures,  including  travel,  to  fund  payout  to  a  terminating  employee.  The  balance 
of  the  current  level  travel  increase  would  allow:  1)  PERD  to  resume  its  normal  travel  schedule  to  explain 
retirement  system  benefits   and  pre-retirement  planning  to   state   and   local   employees   throughout  Montana; 
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and  2)  the  division  administrator  and  attorney  to  travel  to  Washington,  D.C.  in  fiscal  1994  to  meet  with 
federal   Social    Security   administrators-about  $3,000. 

PERD  has  been  working  with  the  Social  Security  administration  for  the  last  several  years  regarding 
payment  of  social  security  for  part-time  state  and  local  employees.  In  fiscal  1987,  the  federal  government 
made  an  assessment  against  Montana  public  employers  for  social  security  payments  for  part-time  employees, 
estimating  that  the  state  owed  $39  million  in  back  payments.  PERD  contested  the  estimate.  As  of 
October   1992,   the  estimated   debt  had   declined  to   $2.5   million,   but  is   not  yet  finalized. 

Operating  cost  increases  are  partially  offset  by:  1)  deflationary  adjustments  for  mainframe  computer 
processing  charges  of  about  $15,000  each  year;  2)  systems  development  costs  of  about  $1,323  in  fiscal  1994 
and  $12,100  in  fiscal  1995;  and  3)  reductions  in  contracted  services  in  fiscal  1994  of  about  $20,900  due 
to  one-time  costs  for  review  of  retirement  statutes.  Fiscal  1995  contracted  services  rise  about  $15,000  over 
fiscal    1992   costs   due  to   an   actuarial   experience   study  estimated   to   cost  $35,000. 

Equipment  includes:  1)  replacement  of  5  desks  each  year;  2)  purchase  of  4  computer  "mouses";  3)  upgrade 
of  1  personal  computer;  4)  purchase  of  windows  and  desk  top  publishing  software;  and  5)  upgrade  of 
software   in   fiscal    1995. 

Funding 

The   program   is  funded   from   interest  earned   on   investments   held   in   trust  for   the   retirement   systems. 
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Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

TEACHERS'  RETIREMENT  BOARD 

Current            Current 
Level                 Level                  LFA              Executive 
Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

11.50 

11.50 

11.50 

11.50 

11.50 

11.50 

11.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

303,352 

356,152 

8,924 

303,353 

331,154 

8,924 

318,198 

280,835 

4,489 

329,818 

266,423 

20,042 

61.474 

329,820 

273,505 

19,969 

61.474 

330,873 

237,850 

11,077 

61.474 

330,874 

245,231 

10,964 

61.474 

3 

14,463 

(186 

Total  Costs 

$668,428 

$643,431 

$603,522 

$677,757 

$684,768 

$641,274 

$648,543 

$14,280 

Fund  Sources 

668,428 

643.431 

603.522 

677.757 

684,768 

641,274 

648.543 

14.280 

Non-expendable  Trust 

Total  Funds 

$668,428 

$643,431 

$603,522 

$677,757 

$684,768 

$641,274 

$648,543 

$14,280 

Agency  Description 

The  Teachers'  Retirement  System  (TRS)  administers  retirement,  disability,  and  survivor  benefits  for  all 
Montana  teachers  and  their  beneficiaries  (Title  19,  Chapter  4,  MCA).  The  Teachers'  Retirement  Board, 
comprised  of  the  Superintendent  of  Public  Instruction  and  five  members  appointed  by  the  Governor,  is 
responsible  for  the  administration  of  the  system  (section  2-15-1010,  MCA).  To  assist  in  fulfilling  its  duties, 
the  board   employs   a  full-time   staff. 


Adjustments  to  Actual  Expenditures 


FTE 

Expenditure 


Actual 
Fiscal  1992 

11.50 

668,428 


Approp. 
Transfer 


Funding 


Budget         One  Time       Language     Non-Budget     Statutory        All  Other     Current  Lvl 
Amendment      Approp.  Approp.      Expenditures     Approp.  Approp.       Fiscal  1992 


25,000 


11.50 
643,428 


General 
Fund 


State  Special 
Fund 


Federal 
Fund 


Cap.  Projects  Proprietary 
Fund  Fund 


668,428 


Other 
Fund 

25,000 


Current 
Unrestricted 


643,428 


Adjustments   to  Actual   Expenditures 

A  one-time  appropriation  for  $25,000  to  modify  the  TRS  computer  system  to  implement  Senate  Bill  226 
was  removed  from  fiscal  1992  expenditures.  Senate  Bill  226,  passed  by  the  1991  Legislature,  equalized 
taxation  on  all  pension  benefits  and  provided  a  2.5  percent  benefit  increase  to  members  of  state,  local, 
and  teacher  retirement  systems  who  are  Montana  residents.  The  difference  in  the  current  level  total 
shown   in   this  table   and   the   table  above   is   due  to   rounding. 

Executive  Budget  Comparison 

The  executive  current  level  budget  is  only  $14,280  higher  than  the  LFA  current  level  over  the  1995 
biennium  (about  one  percent  of  total  program  costs).  The  Executive  Budget  includes  more  for  microfilming 
documents.  The  agency  spent  $15,000  in  fiscal  1992  to  microfilm  a  backlog  of  paper  documents.  The 
LFA  current  level  removed  the  one-time  expenditures  associated  with  the  backlog,  but  continued  the  amount 
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required  for  ongoing  support.  A  small   amount  of  the  differences  between   the   executive  and  LFA  current 

level    are    offset   by    a    higher  LFA   current    level    budget   for    personal    computer    software    ($186    over    the 
biennium). 
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TEACHERS'  RETIREMENT  BOARD 

Program  Summary 

Actual              Current 
Expenditures          Level 
Budget  Item                            Fiscal  1992       Fiscal  1992 

Teachers'  Retirement  System 

Current 
Level                  LFA              Executive              LFA 
Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

Total  Costs 
Fund  Sources 
Non-expendable  Trust 

Total  Funds 

11.50 

303,352 

356,152 

8,924 

0 

$668,428 

668.428 
$668,428 

11.50 

303,353 

331,154 

8,924 

0 

$643,431 

643.431 
$643,431 

11.50 

318,198 

280,835 

4,489 

0 

$603,522 

603.522 
$603,522 

11.50 

329,818 

266,423 

20,042 

61.474 

$677,757 

677.757 
$677,757 

11.50 

329,820 

273,505 

19,969 

61.474 

$684,768 

684.768 
$684,768 

11.50 

330,873 

237,850 

11,077 

61.474 

$641,274 

641.274 
$641,274 

11.50 

330,874 

245,231 

10,964 

61.474 

$648,543 

64JL543 
$648,543 

0.00 

26,465 

(64,731 

11,118 

61.474 

$34,326 
34.326 

$34,326 

Program  Description 

TRS  administers  retirement,  disability,  and  survivor  benefits  for  all  Montana  teachers  and  their  beneficiaries 
(Title  19,  Chapter  4,  MCA).  The  Teachers'  Retirement  Board,  comprised  of  the  Superintendent  of  Public 
Instruction  and  five  members  appointed  by  the  Governor,  is  responsible  for  the  administration  of  the  system 
(section   2-15-1010,   MCA).      To  assist  in  fulfilling  its   duties,   the  board   employs   a  full-time   staff. 

LFA  Current  Level 

Personal  services  are  higher  each  year  of  the  1995  biennium  compared  to  fiscal  1992  actual  expenditures 
due  to  annualization  of  pay  plan  increases  and  upgrades  given  to  5  of  the  11.5  FTE.  Four  FTE  were 
given  increases  of  one  pay  grade.  Another  position  was  upgraded  from  grade  12  to  15  and  filled  to 
support  the  new  mid-range  computer  application  installed  by  TRS.  Previously,  the  TRS  system  was  run 
on   the   state   mainframe   and  TRS   contracted   with   DofA  for  system   support. 

Operating  expenses  decline  due  to:  1)  completion  of  the  new  computer  system  development  (allowing 
removal  of  $94,000  in  fiscal  1992  expenditures);  2)  mainframe  computer  processing  reductions  of  about 
$37,000  because  the  new  system  will  run  on  a  departmental  mid-range  computer;  3)  reductions  of  about 
$27,000  in  DofA  system  support  in  fiscal  1994  and  $34,000  in  fiscal  1995;  and  4)  completion  of  a  project 
to  microfiche  historic  TRS  files  (about  $13,500).  These  reductions  are  partially  offset  by  increases  in:  1) 
private  contracted  computer  system  support  of  $38,400  each  year;  2)  warrant  writing  fees  of  $37,948  in 
fiscal  1994  and  $39,334  in  fiscal  1995;  3)  costs  of  legal  support  of  about  $4,600  each  year;  4)  audit  fees 
of  about  $20,000  in  fiscal  1994;  5)  grounds  maintenance  and  other  fixed  costs  of  $3,198  each  year;  and 
6)   data  processing  equipment  maintenance   of  $7,500   in   fiscal    1995. 

Equipment  includes  replacement  of  a  microfiche  reader/printer,  3  personal  computers,  and  6  office  chairs 
in  fiscal  1994  and  6  personal  computers  in  fiscal  1995.  TRS  has  requested  replacement  computers  because 
the  new  mid-range  computer  application  will  require  more  powerful  personal  computers  than  those  that  TRS 
currently  uses. 

Debt  service  includes  payments  for  the  mid-range  computer  system.  TRS  anticipates  that  five  installment 
payments   will  be   made   and   continue   through   fiscal    1998   (1999  biennium). 

The  1991  Legislature  appropriated  $182,960  in  the  1993  biennium  for  computer  systems  development  and 
computer    processing   charges.       TRS    has    a    mainframe    system    that    was    scheduled    to    be    rewritten    and 
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upgraded.  TRS  compared  the  cost  to  rewrite  and  operate  the  mainframe  system  to  purchasing  a  package 
software  and  a  mid-range  computer.  TRS  decided  it  was  more  cost  effective  to  purchase  a  mid-range 
computer  and  package  software  than  to  upgrade  and  continue  to  run  the  mainframe  system.  Several  of 
the  budget  items  in  the  1995  biennium  current  level  reflect  the  impact  of  that  decision  including:  1) 
upgrade  of  an  FTE;  2)  reductions  in  mainframe  processing  and  systems  development  and  support  charges 
of  $158,000;  and   3)   increased   contracted   system   support  and   equipment  debt  finance   of  $99,874. 

Funding 

The   program   is  funded  from   interest  earned   on   investments  held   in   trust  for  the   retirement  systems. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

Agency  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current 
Level 

Fiscal  1992 

Current 
Level 

Fiscal  1993 

LFA 

Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

Biennial 
Difference 
Exec.-LFA 

FTE 

99.85 

99.75 

99.75 

99.75 

95.25 

99.75 

94.50 

(4.50 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Local  Assistance 

Grants 

Benefits  and  Claims 

2,838,842 

2,536,101 

34,889 

23,200 

261,163 

527,166 

2,470 

2,777,018 

2,464,799 

31,950 

7,080 

495,208 
2,470 

2,741,826 
2,666,743 

540,000 
2,280 

3,024,672 

2,418,830 

8,021 

600,000 
2,280 

2,918,188 

2,486,387 

14,330 

600,000 
2,280 

3,035,433 

2,432,869 

12,449 

600,000 
2,280 

2,904,595 

2,506,674 

12,184 

600,000 
2.280 

(237,322 

141,362 

6,044 

Total  Costs 

$6,223,833 

$5,778,525 

$5,950,849 

$6,053,803 

$6,021,185 

$6,083,031 

$6,025,733 

($89,916! 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

2,458,041 

11,549 

3.754.241 

$6,223,833 

2,124,210 

11,550 

3.642.765 

$5,778,525 

1,960,047 

41,169 

3.949.633 

$5,950,849 

2,158,344 

24,094 

3.871.365 

$6,053,803 

2,177,430 

37,254 

3.806.501 

$6,021,185 

2,163,301 

20,584 

3.899.146 

$6,083,031 

2,191,161 

33,755 

3.800.817 

$6,025,733 

46,946 

26,331 

(163.193 

($89,916 

Agency  Description 

The  Department  of  Military  Affairs  oversees  all  activities  of  the  Army  and  Air  National  Guard,  Disaster 
and  Emergency  Services  Division,  and  Veterans'  Affairs  Division.  The  department  is  administered  by  the 
Adjutant  General  and  his  staff,  as  provided  for  in  Section  2-15-1202,  MCA.  The  department  manages  a 
joint  federal-state  program  that  keeps  in  readiness  trained  and  equipped  military  organizations  for  the 
Governor  in  the  event  of  a  state  emergency  and  the  President  in  the  event  of  a  national  emergency. 
Federal  agencies  control  the  military  strength  and  mobilization  missions  of  the  Montana  Guard.  The 
department  also  plans  for  and  coordinates  state  responses  in  disaster  and  emergency  situations  (Title  10, 
Chapter  3,  MCA).  The  department  manages  and  cooperates  with  state  and  federal  agencies  in  providing 
statewide   services  for  discharged   veterans   and  their  families  (Title    10   Chapter   2,   MCA). 


Adjustments  to  Actual  Expenditures 

Actual 
Fiscal  1992 

Approp. 
Transfer 

Budget          One  Time        Language     Non-Budget     Statutory 
Amendment      Approp.           Approp.      Expenditure      Approp. 

All  Other     Current  Lvl 
Approp.       Fiscal  1992 

FTE 

100.85 

1.00                                                                         0.10 

99.75 

Expenditure 

6,223,833 

79,523              22,806                                                                 310,903 

32,090        5,778,511 

General 
Fund 

State  Special      Federal      Cap.  Projects  Proprietary         Other 
Fund                Fund                Fund                Fund                Fund 

Current 
Unrestricted 

Funding 

6,223.833 

333,839                                       111,483 

5.778.511 

Adjustments  to  Actual  Expenditures 

Adjustments  of  $445,322  were  made  to  actual  expenditures  to  determine  a  fiscal  1992  current  level  base. 
One-time  general  fund  expenditures  totalling  $22,806  and  1.0  FTE  for  veterans'  cemetery  maintenance  and 
operations   authorized   in    House   Bill    179   passed   by    the    1991    Legislature   were   removed. 
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Two  statutory  appropriations  for  disaster  relief  for  October  1991  wild  fires  and  the  July  1991  Teton  County 
flood  accounted  for  $278,943  of  the  reduction  in  general  fund  expenditures.  Statutory  appropriation 
expenditures  of  $31,960  federal  funds  and  0.1  FTE  to  provide  training  to  Indian  tribes  in  handling 
hazardous  materials   accounts  for  the  balance   of  statutory   appropriation    reductions. 

Federal  expenditures  for  four  budget  amendments  totalling  $79,523  were  removed.  The  budget  amendment 
expenditures  supported:  1)  development  of  an  energy  conservation  plan  for  Army  National  Guard  facilities; 
2)  a  remodeling  project  to  convert  an  administration  building  to  quarters  for  female  soldiers;  3)  construction 
projects  at  the  veterans'  cemetery;  and  4)  utilities  costs  for  tank  training  simulators.  Other  appropriation 
expenditures  of  $32,090  general  fund  for  flood  disasters  in  1986  and  1987  were  removed.  The  difference 
in   the   current  level   total   shown   in   this   table   and   the   table   above   is   due   to   rounding. 

Executive  Budget  Comparison 

The  executive  current  level  budget  is  $89,916  lower  than  the  LFA  current  level  for  the  1995  biennium. 
The  Executive  Budget  is  5.25  FTE  and  $237,322  lower  in  personal  services  due  to  House  Bill  2 
requirements  that  agencies  with  more  than  20  FTE  include  a  5  percent  personal  services  reduction  in 
current  level  budget  requests.  The  LFA  current  level  fully  funds  all  positions  authorized  by  the  1991 
Legislature.  The  Executive  Budget  is  $147,406  higher  over  the  biennium  than  the  LFA  current  level 
budget  for  operating   costs  and  equipment. 

Operating  Expenses  The  executive  includes  about  $116,000  more  over  the  biennium  in  repair  and 
maintenance  expenses  than  the  LFA  current  level.  The  1991  Legislature  authorized  two  biennial 
appropriations  for  repair  and  maintenance  of  National  Guard  facilities.  More  of  than  half  of  these 
appropriations  were  spent  in  fiscal  1992,  so  $54,864  ($109,728  over  the  biennium)  was  removed  from  actual 
expenditures  to  arrive  at  the  LFA  current  level.  The  reductions  were  made  to  annualize  expenditures  from 
the  biennial   repair  appropriations.      The   Executive   Budget  did   not  make   a   similar  adjustment. 

The  Executive  Budget  includes  $23,000  more  in  travel  over  the  biennium  than  the  LFA  current  level  to 
fund:  1)  an  Army  National  Guard  employee's  travel  to  facilities  for  repair  projects;  and  2)  increased  travel 
in  the  Veterans'  Affairs  Division.  The  Executive  Budget  includes  about  $13,400  more  than  LFA  current 
level  to  fund  local  office  rent.  The  Executive  Budget  also  includes  about  $7,000  more  than  the  LFA 
current  level   for  contracted   services,   supplies,   and   other   expenses. 

The  LFA  current  level  includes  about  $18,200  more  for  communications  costs  and  utility  expenses  than  the 
Executive  Budget.  The  executive  includes  a  greater  reduction  for  accrued  but  unpaid  fiscal  1992  bills  in 
these   expense   categories. 

Equipment  The  Executive  Budget  includes  $6,000  more  than  the  LFA  current  level  for  equipment  to 
monitor  an   underground   storage   tank   in   the   Disaster  Coordination   Response   program. 

Funding 

The  Executive  Budget  includes  $46,946  more  general  fund  over  the  biennium  than  the  LFA  current  level, 
even  though  the  total  Executive  Budget  is  $89,916  lower.  The  difference  is  due  to  adjustments  in  the 
LFA  current  level  to  annualize  general  fund  repair  and  maintenance  expenditures  from  biennial 
appropriations   (see   Operating   Expenses  discussion). 

The  Executive  Budget  includes  $26,331  more  state  special  revenue  over  the  biennium  than  the  LFA  current 
level.     The  Executive  Budget  includes  $11,331  more  in   veterans'  license  plate  fees  than   the   LFA;  and  the 
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executive  moves  $15,000  of  revenue  from  federal  plot  allowances  into  the  state  special  revenue  fund,  while 
the   LFA  current  level   continues  plot  allowances  in   the  federal   special   revenue   fund   type. 

The  Executive  Budget  contains  $169,193  less  federal  funds  than  the  LFA  current  level.  Part  of  the 
difference  results  from  the  transfer  of  $15,000  to  the  state  special  revenue  fund  type  as  discussed  above. 
About  $128,000  of  the  difference  is  due  to  the  executive's  removal  of  FTE  to  comply  with  House  Bill  2 
personal  services  reduction  requirements.  The  remainder  of  the  difference  is  due  to  reductions  of  accrued 
utility  bills   in   programs  funded  by  federal   funds. 

Supplemental 

The  department  is  requesting  $24,152  general  fund  for  rent  costs  and  for  defending  three  lawsuits.  The 
department  is  requesting  $8,000  for  attorney  costs  for  the  Disaster  and  Emergency  Services  program  to 
defend  a  termination  action.  Even  though  the  program  is  100  percent  federally  funded,  federal  regulations 
do  not  allow  federal  funds  to  be  expended  for  legal  defense  costs.  The  Air  National  Guard  program  is 
requesting  $14,352  for  costs  to  defend  two  lawsuits.  This  program  is  funded  75  percent  by  federal  funds, 
but  as  in   the   previous  case,  federal   funds   may  not  be   used   to   pay   legal   costs. 

In  addition,  the  Veterans'  Affairs  Division  is  requesting  $1,800  for  rent  of  an  office  in  Butte  during  fiscal 
1993.      Previously,   office   space   was   provided  free. 


6701  00  OOOO0 

Executive  Budget  Modifications 

Adjutant  General 

p 

Fiscal  1994 

Fiscal  1995 

General 

Total 

General 

Total 

Budget  Modification 

G 

FTE 

Fund 

Funds 

FTE 

Fund 

Funds 

1  State  Maintenance  Backlog 

12 

$110,274 

$110,274 

$25,942 

$25,942 

2  Service  Agreement  Backlog 

12 

3.00 

50,829 

203,317 

3.00 

25,215 

100,863 

3  Training  Site  Funding 

12 

5.00 

126,870 

5.00 

127,017 

4  Environmental  Compliance 

12 

1.00 

39,216 

1.00 

39,242 

5  M-l  Tank  Security 

12 

400,000 

400,000 

6  Utility  Data  Clerk 

12 

1.00 

19,596 

1.00 

19,613 

7  M-Coft  Utilities 

12 

33,000 

34.000 

Totals 

10.00 

$161,103 

$932,273 

10.00 

$51,157 

$746,677 

Executive  Budget  Modifications 


1)  State  Maintenance  Backlog  -  The  Executive  Budget  includes  a  budget  modification  for  $136,216  general 
fund  over  the  biennium  for  maintenance  of  92  Army  National  Guard  facilities  with  about  485,000  square 
feet  of  space.  The  1991  Legislature  approved  a  budget  modification  of  $186,000  general  fund  for 
maintenance  of  such  facilities  in  the  1993  biennium.  During  the  January  special  session,  the  legislature 
reduced  the  appropriation  to  $118,375.  The  department  allocated  $20,779  of  the  general  budget  reduction 
imposed  by  the  legislature  to  the  maintenance  appropriation,  further  reducing  it  to  $97,596.  The  LFA 
current  level  contains  $189,555  general  fund  each  year  of  the  1995  biennium  for  state  facility  maintenance. 
Since  the  largest  share  of  the  budget  modification  is  requested  in  fiscal  1994,  the  legislature  may  wish 
to  specify  how  much  of  the  amount  approved  for  the  modification  may  be  included  in  the  department 
current   level    1997   biennium  budget  request. 
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2)  Service  Agreement  Backlog  -  This  budget  modification  would  add  3.0  FTE  and  increase  maintenance 
expenditures  by  $304,180  for  54  Army  National  Guard  facilities  with  265,000  square  feet  of  space.  General 
fund  is  25  percent  of  the  amount.  (The  service  agreement  covers  maintenance  expenditures  for  facilities 
that  are  supported  jointly  by  the  federal  and  state  government.)  The  LFA  current  level  includes  $103,262 
for  maintenance  of  such  facilities.  A  larger  proportion  of  the  budget  modification  is  requested  in  fiscal 
1994.  The  legislature  may  wish  to  specify  how  much  of  the  amount  approved  for  the  modification  may 
be   included   in   the   department  current  level   budget   1997   biennium   budget  request. 

3)  Training  Site  Funding  -  This  budget  modification  would  add  5.0  FTE  and  about  $254,000  federal  funds 
over  the  biennium  to  maintain  National  Guard  training  facilities.  The  LFA  current  level  includes  3.0  FTE 
and   $174,771   in   maintenance  for   these   facilities. 

4)  Environmental  Compliance  -  The  Executive  Budget  includes  1.0  FTE  and  about  $78,500  federal  funds 
over  the  biennium  to  enhance  the  National  Guard  effort  to  comply  with  environmental  laws.  The  LFA 
current  level  Environmental  program  includes  2.0  FTE  and  about  $170,000  federal  funds  over  the  biennium. 
The  budget  modification  continues  a  function  added  by  budget  amendment  in  fiscal  1993.  However,  the 
budget  amendment  did   not  include   the   additional    FTE. 

5)  M-l  Tank  Security  -  The  Executive  Budget  includes  $400,000  federal  funds  each  year  of  the  biennium 
to  continue  security  services  for  M-l  tanks.  Comparable  expenditures  were  first  authorized  by  budget 
amendment  in  fiscal  1992.  As  of  the  end  of  October  1992,  about  $6,000  of  the  $300,000  budget 
amendment  had  been  expended.  The  appropriation  was  first  established  in  mid-April  1992,  so  average 
monthly  expenditures  have  been  about  $1,500  per  month.  The  legislature  may  wish  to  require  additional 
documentation   that  $400,000   is   the   amount  of  federal   fund   spending  authority   needed. 

6)  Utility  Data  Clerk  -  This  budget  modification  would  add  1.0  FTE  (utility  clerk)  to  monitor  utility  usage 
for  National  Guard  facilities  and  $39,000  federal  funds  over  the  biennium.  The  department  received  a 
budget  amendment  in  fiscal  1992  for  $11,340  to  hire  a  utility  engineer  to  develop  a  utility  tracking  system 
and  recommend  ways  to  reduce  utility  consumption  at  National  Guard  facilities.  As  of  the  end  of  October 
1992,  only  $2,000  of  the  appropriation  had  been  expended.  The  legislature  may  wish  to  determine  if  the 
department  received  and  implemented  energy  consumption  recommendations  as  a  result  of  the  budget 
amended  funds. 

7)  M-Croft  Utilities  -  This  budget  modification  adds  $67,000  federal  funds  over  the  biennium  to  pay  the 
utility  costs  of  a  tank  training  simulator.  The  simulator  is  housed  in  a  trailer  that  is  moved  to  different 
locations  around  the  state  to  allow  guardsmen  training  opportunities.  The  function  was  first  added  by 
budget  amendment  in  January  1992.  As  of  October  1992,  the  department  had  spent  about  half  of  the 
$32,107   original   budget   amendment. 
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Operations  Support 

Program  Summary 

Actual 

Current 

Current 

LFA 

Expenditures 

Level 

Level 

LFA 

Executive 

LFA 

Executive 

Change 

1  Budget  Item 

Fiscal  1992 

Fiscal  1992       Fiscal    993 

Fiscal  1994 

Fiscal  1994 

Fiscal  1995 

Fiscal  1995 

92  --  94 

FTE 

9.00 

9.00 

4.50 

9.00 

8.50 

9.00 

8.50 

0.00 

Personal  Services 

252,425 

252,425 

165,149 

298,913 

289,873 

299,546 

290,494 

46,488 

Operating  Expenses 

109,072 

109,075 

58,909 

79,538 

78,541 

76,894 

75,859 

(29,537 

Equipment 

8,560 

8,560 

0 

0 

511 

574 

511 

(8,560 

Benefits  and  Claims 

2.470 

2,470 

0 

2,280 

2,280 

2,280 

2,280 

(190 

Total  Costs 

$372,527 

$372,530 

$224,058 

$380,731 

$371,205 

$379,294 

$369,144 

$8,201 

Fund  Sources 

General  Fund 
Total  Funds 

372.527 
$372,527 

372.530 
$372,530 

224,058 
$224,058 

380.731 
$380,731 

371.205 
$371,205 

379.294 
$379,294 

369.144 
$369,144 

8.201 

$8,201 

Program  Description 

The  Operations  Support  program  is  the  primary  administrative  support  organization  for  the  agency, 
including  financial  management,  budgeting,  personnel,  communications  supervision,  and  other  administrative 
activities.  It  provides  management  support  and  supervision  for  the  Army  and  Air  National  Guard  and 
emergency  and  disaster  programs,  and  administrative  support  to  the  Veterans'  Affairs  Division.  The 
program   also   disburses  funds  to   support  the   operation   of  the   departmental   headquarters. 

LFA  Current  Level 

Personal  services  costs  increase  due  to  annualization  of  the  1993  biennium  pay  plan,  vacancy  savings, 
transfer  of  4.5  FTE  from  the  Army  National  Guard  program,  and  upgrades  of  4  positions:  1)  grade  16 
executive  to  grade  17;  2)  grade  13  accounting  specialist  II  to  a  grade  14  accountant;  3)  grade  13  personnel 
specialist  to  grade  14  personnel  officer;  and  4)  grade  7  word  processing  operator  to  a  grade  8.  During 
the  1991  biennium,  upgrades  were  approved  and  funded  for  2  FTE.  Several  positions  (4.5  FTE)  were 
transferred   into   the  Administration   program   from   the  Army   National   Guard   program. 

Operating  expenses  decrease  largely  due  to  the  decline  in  insurance  and  bond  costs  of  about  $27,500  in 
fiscal  1994  and  $22,700  in  fiscal  1995.  One-time  rental  costs  of  about  $6,000  each  year  are  removed. 
The  biennial  appropriation  for  the  legislative  audit  is  $7,561  in  fiscal  1994  compared  to  actual  expenditures 
of  $3,725  in  fiscal  1992.  The  1993  biennium  appropriation  for  the  audit  was  $6,266.  New  fixed  costs 
(grounds  maintenance  fees  and   warrant  processing  fees)   add   about   $2,000  each   year. 

Equipment  includes  upgrade   of  Lotus   and  Wordperfect  software   in   fiscal    1995. 

Benefits   compensate   a  guardsman   injured   in   a  prison   riot  in    1954. 

Funding 

The  program  is  funded  from  general  fund.  The  program  deposits  about  $10,000  federal  reimbursement  for 
National   Guard   contract  administration   to  the  general   fund. 
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Program  Summary 

Actual               Current 
Expenditures          IajvoI 
Uudgotllom                           Fiscal  1992      Fiscal  1992      I 

Army  National  Guard  Program 

Curront 
Ixjvol                  LFA              Executive              LEA 
•'iscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  199,r> 

Executive 
Fiscal  1995 

LFA 
Chungo 
92  --  94 

KTE 

13.00 

13.00 

17.50 

13.00 

13.00 

13.00 

13.00 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  and  Claims 

347,751 

1,596,802 

9,181 

0 

346,382 

1,534,769 

9,182 

0 

358,574 

1,659,218 

0 

2,280 

396,294 

1,552,808 

1,600 

0 

396,993 

1,566,651 

1,600 

0 

397,278 

1,575,659 

0 

0 

397,977 

1,596,210 

0 

0 

49,912 

18,039 

(7,582! 

0 

Total  Costs 

$1,953,735 

$1,890,333 

$2,020,072 

$1,950,702 

$1,965,244 

$1,972,937 

$1,994,187 

$60,369 

Fund  Sources 

General  Fund 
Federal  Revenue  Fund 

Total  Funds 

817,634 
1.136.100 

$1,953,735 

817,635 
1.072.698 

$1,890,333 

795,802 
1.224.270 

$2,020,072 

793,842 
1,156.860 

$1,950,702 

824,208 
1.141.036 

$1,965,244 

806,873 
1.166.064 

$1,972,937 

849,554 
1.144.633 

$1,994,187 

(23,793 
84.162 

$60,369 

Program  Description 

The  Army  National  Guard  program  sustains  a  trained  and  equipped  military  organization  for  use  in  the 
event  of  a  state  or  national  emergency.  Program  staff  coordinate,  plan,  and  implement  training  for  guard 
personnel.  The  program  is  a  joint  state/federal  effort  with  state  responsibilities  including  maintenance  of 
all   National   Guard  facilities. 

LFA  Current  Level 

Annual  personal  services  costs  are  higher  in  the  1995  biennium  than  in  fiscal  1992  despite  transfer  of 
4.5  FTE  to  the  Administration  program.  Increases  are  due  to  fully  funding  the  1993  biennium  pay  plan 
and   vacancy   savings  in  fiscal    1992. 

Operating  expense  increases  are:  1)  inflation  in  utility  costs  of  about  $55,300  in  fiscal  1994  and  $78,700 
in  fiscal  1995;  2)  increases  in  utility  costs  of  about  $24,000  per  year  for  newly  constructed  M-l  tank  bays 
(conversion  from  M-60  tanks  to  M-l  tanks  was  authorized  by  the  1989  Legislature  in  House  Bill  777 -the 
long-range  building  bill);  3)  utility  cost  increases  of  about  $9,300  in  fiscal  1995  for  the  new  Libby  armory 
authorized  in  House  Bill  5  (the  long-range  building  bill)  passed  by  the  1991  Legislature;  and  5)  an  annual 
increase   of  about  $5,600  in   travel   for  the  federally-funded  environmental   program. 

Operating  cost  increases  are  partially  offset  by  these  reductions:  1)  $31,058  to  annualize  biennial 
maintenance  expenditures  authorized  in  a  budget  modification  by  the  1991  Legislature  (see  following 
paragraph);  2)  lower  rental  cost  of  state  phone  equipment  of  about  $24,500  in  fiscal  1994  and  about 
$31,800  in  fiscal  1995;  3)  janitorial  services  contract  decreases  of  about  $7,000;  and  4)  utility  expenses 
accrued  but  not  paid   as   of  November,    1992   of  $4,519. 

The  LFA  current  level  annualizes  expenditures  for  a  biennial  appropriation  for  maintenance.  The  1991 
Legislature  authorized  a  biennial  appropriation  of  $186,000  general  fund  for  facilities  maintenance.  The 
general  fund  appropriation  was  reduced  to  $118,375  in  the  January  1992  special  session.  The  department 
allocated  $20,779  of  the  general  fund  general  budget  reduction  imposed  in  the  July  special  session  to  the 
appropriation,  further  reducing  the  balance  to  $97,596.  Fiscal  1992  general  fund  expenditures  from  the 
appropriation  were  $79,856.  If  the  maintenance  modification  appropriation  is  allocated  equally  between 
fiscal  1992  and  1993,  annual  general  fund  expenditures  are  $48,978,  requiring  a  $31,058  reduction  to  fiscal 
1992  base  expenditures. 
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Equipment  includes  a   personal   computer. 

Funding 

The  program  is  funded  from  general  and  federal  funds.  Depending  on  the  use  of  facilities  maintained  by 
the  program,  costs  are  funded  entirely  by  the  state,  entirely  by  the  federal  government,  or  as  a  shared 
responsibility  with  the  state  providing  25  percent  of  the  cost.  General  fund  decreases  due  to  annualization 
of  budget  modification  maintenance  costs.  Federal  funds  pick  up  a  larger  share  of  program  costs  as  most 
program  cost  increases  are  in  the  federally  or  partially-federally  funded  activities.  During  the  July  1992 
special  session  of  the  legislature,  the  program  shifted  $40,000  of  communications  costs  from  the  general 
fund   to   federal   funds.      That  change   is   continued   in   the   LFA  current   level   for  the    1995   biennium. 
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DEPARTMENT  OF  MILITARY  AFFAIRS                 Air  National  Guard  Program 

Program  Summary 

Actual               Curront             Curront 
Expenditures          Lovol                 Level                  LEA              Executive              LEA 
Budget  Item                             Fiscal  1992       Fiscal  1992       Fiscal  1993       Fiscal  1994       Fiscal  1994       Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

37.00 

1,049,088 

609,021 

4,792 

$1,662,901 

189,418 
1.473,483 

$1,662,901 

37.00 

1,049,090 

609,022 

4,792 

$1,662,904 

189,419 
1.473.485 

$1,662,904 

37.00 

1,055,148 

638.860 

0 

$1,694,008 

186,134 
1.507.874 

$1,694,008 

37.00 

1.089,260 

570,483 

0 

$1,659,743 

175,958 
1.483.785 

$1,659,743 

35.00 

1,046,282 

604,601 

0 

$1,650,883 

184,568 
1.466.315 

$1,650,883 

37.00 

1,095,752 

583,827 

0 

$1,679,579 

179,506 
1.500.073 

$1,679,579 

35.00 

1,052,684 

617,222 

0 

$1,669,906 

187,935 
1.481.971 

$1,669,906 

0.00 

40,170 

(38,539! 

(4.792 

($3,161 

(13,461 
10.300 

General  Fund 
Federal  Revenue  Fund 

Total  Funds 

($3,161.1 

Program   Description 

The  Air  National  Guard  program  maintains  a  trained  and  equipped  military  organization  for  use  in  the 
event  of  a  state  or  national  emergency.  The  program  staff  provides  clerical,  facilities  maintenance,  and 
fire  protection   support  to  the  Air  National   Guard  base   at  Gore   Hill   near   Great  Falls. 

LFA  Current  Level 

Personal  services  costs  increase  due  to  fully  funding  the  1993  biennium  pay  plan  and  vacancy  savings 
incurred   in   fiscal    1992. 

Operating  expenses  decrease  because:  1)  a  contract  with  the  Great  Falls  airport  for  fire  fighting  support 
was  reduced  from  2  to  1  FTE  (about  $31,600);  2)  annualization  of  a  biennial  maintenance  appropriation 
(see  following  paragraph)  removed  $14,317;  3)  one-time  legal  costs  incurred  in  a  lawsuit  of  $11,120  will 
not  be  continued;  4)  one-time  consulting  services  of  about  $6,600  are  removed;  and  5)  vaccination  costs  of 
$4,178  will  be  paid  by  the  federally-supervised  portion  of  the  National  Guard  program  in  future  years. 
Inflation  in  utility  costs  of  $27,979  in  fiscal   1994  and  $40,455  in  fiscal   1995  partially  offset  the  reductions. 

The  LFA  current  level  annualizes  expenditures  for  a  biennial  appropriation  of  $14,000  general  fund  and 
$42,000  federal  funds  for  facilities  maintenance  approved  by  the  1991  Legislature.  Fiscal  1992  general  fund 
expenditures  from  the  appropriation  were  $10,579.  If  the  maintenance  modification  appropriation  is 
allocated  equally  between  the  fiscal  1992  and  1993,  annual  general  fund  expenditures  are  $7,000,  requiring 
a  $3,579  reduction  to  fiscal  1992  base  expenditures.  Using  the  same  procedure,  annual  federal  expenditures 
should   be   $21,000   compared   to   actual   costs  of  $31,738,   necessitating  a   $10,738   reduction. 

Language  in  House  Bill  2  (the  general  appropriations  act)  allows  the  department  to  add  up  to  2.0  fire 
fighter  FTE  if  the  contract  with  the  Great  Falls  airport  becomes  modified  or  unnecessary.  The  contract 
was  reduced  by  1.0  fire  fighter  FTE,  but  the  department  did  not  request  that  the  contracted  services  be 
replaced   with   an   FTE   as   the   language   in   House   Bill    2   allows. 
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Funding 

The  program  is  funded  from  general  and  federal  funds.  Personal  services  costs  for  fire  fighters,  a  contract 
for  fire  fighting  support  with  the  Great  Falls  airport,  and  payroll  service  fees  are  federally  funded.  The 
balance   of  program   costs   are   25   percent  general   fund   and   75   percent  federal   funds. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

Program  Summary 

Actual  Current  Current 

Expenditures  I^evol  ljevel                   LFA               Executive 

Budget  Item Fiscal  1992  Fiscal  1992  Fiscal  1993       Fiscal  1994       Fiscal  1994 


LKA  Exocutive 

Kiscal  1995       Fiscal  1995 


LKA 
Change 
92  -  94 


FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 


General  Fund 
Federal  Revenue  Fund 

Total  Funds 


13.00 

410,808 

77,798 

0 

$488,606 


233,522 
255.083 

$488.606 


13.00 

410,808 

77,801 

0 

$488,609 


233,524 
255.085 

$488,609 


13.00 

417,081 

74,345 

0 

$491,426 


236,037 
255.389 


13.00 

444,917 

86,216 

0 

$531,133 


257,172 
273.961 


11.00 

389,752 

86,264 

6.000 

$482,016 


232,289 

249  727 


13.00 

445,925 

76,757 

0 

$522,682 


252,942 
269.740 


11.00 

390,701 

76,805 

0 

$467,506 


225,033 
242.473 


$491,426     $531,133     $482,016     $522,682     $467.506 


0.00 

34,109 

8,415 

0 

$42,524 


23,648 
18.876 

$42.524 


Program   Description 


The  Disaster  Coordination  and  Response  program  staff  prepare,  update,  coordinate,  and  test  all  state 
emergency  preparedness,  response,  and  recovery  plans.  The  program,  working  through  four  district 
representatives,  provides  coordination  and  operational,  technical,  administrative,  and  training  support  for  each 
county.  Every  county  is  responsible  for  adopting  an  emergency  response  plan  and  each  has  a  full-  or 
part-time  county  coordinator.  Operating  24  hours  a  day,  7  days  a  week,  program  staff  coordinate  and 
administer  all  state  and  federal  response  and  recovery  actions  to  any  disaster  beyond  local  governments' 
response  and  recovery  capabilities.  The  program  staff  also  administer  all  federal  money  passed  through 
to   political   subdivisions   eligible   for   50  percent  reimbursement   of  costs   related   to   civil   defense. 

LFA  Current  Level 

Personal  services  costs  increase  due  to  annualization  of  the  1993  biennium  pay  plan  and  vacancy  savings 
experienced   in   fiscal    1992. 

Operating  expense  increases  are  largely  driven  by  fixed  cost  increases:  1)  insurance  and  bond  costs  add 
about  $2,426  in  fiscal  1994  and  $3,084  in  fiscal  1995;  2)  new  warrant  processing  fees  add  about  $200 
annually;  and  3)  the  legislative  audit  is  budgeted  for  $10,888  in  fiscal  1994  compared  to  fiscal  1992 
expenditures   of  $5,447.      The   biennial   appropriation   for  the   audit   is   $4,511. 

Funding 

Except  for  the  cost  of  payroll  processing  fees,  warrant  processing  fees,  and  $16,000  in  travel  for  hazardous 
materials  training  that  are  federally  funded,  all  other  program  costs  are  funded  50  percent  from  the 
general   fund   and   50   percent  from   federal   funds. 
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DEPARTMENT  OF  MILITARY  AFFAIRS                 Emergency  Management  Development 

Program  Summary 

Actual              Current            Current 
Expenditures          Level                 Level                  LFA              Executive              LFA              Executive 
Budget  Item                           Fiscal  1992      Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994      Fiscall995      Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

Personal  Services 
Operating  Expenses 
Equipment 

Total  Costs 

Fund  Sources 

9.00 

264,564 

66,529 

9.416 

$340,510 

340.510 
$340,510 

9.00 

264,565 

66,531 

9,416 

$340,512 

340.512 
$340,512 

9.00 

271,539 

67,773 
0 

$339,312 

339.312 
$339,312 

9.00 

290,090 

56,348 

2,821 

$349,259 

349.259 
$349,259 

9.00 

290,091 

56,713 

2.619 

$349,423 

349.423 
^349,423 

9.00 

290,667 
53,227 
11.875 

$355,769 

355.769 
$355,769 

8.25 

266,475 
53,592 
11.673 

$331,740 

331.740 
$331,740 

0.00 

25,525 

(10,183 

(6.595 

$8,747 

8.747 
$8,747 

Federal  Revenue  Fund 
Total  Funds 

Program  Description 

The  Emergency  Management  Development  program  supplements  the  Disaster  Coordination  and  Response 
program  in  the  preparation  and  updating  of  local  and  state  emergency  preparedness  plans.  These  efforts 
are  federally  funded  for  war-caused  incidents,  but  under  current  guidelines  can  include  planning  for  all 
hazards  as  long  as  other  activity  does  not  impede  planning  and  response  to  war-caused  incidents.  The 
program  also  provides  technical  support  for  in-place  civil  defense  shelters  and  exercises,  and  radiological 
defense   and   monitoring. 

LFA  Current  Level 

Personal  services  costs  increase  due  to  annualization  of  and  fully  funding  the  1993  biennium  pay  plan  and 
vacancy   savings   experienced   in   fiscal    1992. 

Operating  expenses  decline  due  to  removal  of  one-time  consulting  services  of  $15,779.  The  reduction  is 
offset  by  increases  in:  1)  insurance  costs  of  about  $1,500  in  fiscal  1994  and  about  $2,000  in  fiscal  1995; 
2)  the  legislative  audit  budgeted  for  $4,234  in  fiscal  1994  compared  to  fiscal  1992  expenditures  of  $1,944 
and  a  1993  biennial  appropriation  of  $3,314;  3)  inflationary  adjustments  of  $700  in  fiscal  1994  and  about 
$1,300  in  fiscal  1995;  4)  licensing  fees  of  about  $1,800  annually  to  license  technicians  to  operate 
radiological   testing  equipment;   and   5)   warrant  processing  fees   add   about  $130   annually. 

Equipment  includes  replacement   of  a   telecopier  in   fiscal    1994   and   a   copy   machine   in   fiscal    1995. 

Funding 

The   program   is  federally  funded. 
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Local  Civil  Defense  Reimbursement 

Program  Summary 
Budget  Item 

Actual 

Expenditures 

Fiscal  1992 

Current             Current 
Level                  Level 

Fiscal  1992       Fiscal  1993 

LFA 
Fiscal  1994 

Executive 
Fiscal  1994 

LFA 
Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Grants 

Total  Costs 

527.166 
$527,166 

495.208 
$495,208 

540.000 
$540,000 

600.000 
$600,000 

600.000 
$600,000 

600.000 
$600,000 

600.000 
$600,000 

104.792 

$104,792 

Fund  Sources 

Federal  Revenue  Fund 
Total  Funds 

527.166 
$527,166 

495.208 
$495,208 

540.000 
$540,000 

600,000 
$600,000 

600.000 
$600,000 

600.000 
$600,000 

600.000 
$600,000 

104.792 

$104,792 

Program   Description 

The  Local  Civil  Defense  Reimbursement  program  receives,  records,  and  disburses  federal  funds  to  eligible 
political  subdivisions.  Federal  programs  include,  but  are  not  limited  to:  emergency  management  assistance; 
emergency  operation  center  construction  and  furnishing;  communication  and  warning  equipment;  supporting 
materials;  and  disaster  recovery.  Political  subdivisions  must  provide  matching  funds  for  all  federal 
reimbursement   programs   except  disaster   recovery. 

LFA  Current  Level 

The  budget  reflects  the  amount  expected  for  pass-through  funds  to  operate  ongoing  disaster  preparedness 
programs  in  local  governments.  The  legislature  has  provided  a  statutory  appropriation  for  services, 
equipment,  supplies,  materials,  or  funds  provided  by  the  federal  government,  any  person,  or  private 
corporation  for  emergency  or  disaster  services  (section  10-3-203(2),  MCA).  Statutes  also  provide  for  two 
types  and  amounts  of  general  fund  statutory  appropriations  in  the  event  of  an  emergency  or  disaster. 
The  Governor,  upon  his  declaration  of  an  emergency  or  disaster,  is  appropriated  up  to  $2  million  general 
fund  in  any  biennium  (section  10-3-312(1),  MCA).  In  the  event  the  president  of  the  United  States  declares 
a  disaster,  the  Governor  is  statutorily  appropriated  up  to  $500,000  general  fund  during  the  biennium  as 
the  state  share  of  individual  and  family  grant  programs  as  provided  in  42  U.S.C.  5178  (section  10-2-312(2), 
MCA). 


Funding 

The   program   is  entirely   federally   funded. 
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Program  Summary 

Actual              Current            Current 
Expenditures          Level                 Level                  LFA              Executive 
Budget  Item                           Fiscal  1992      Fiscal  1992      Fiscal  1993      Fiscal  1994      Fiscal  1994 

sion 

LFA 

Fiscal  1995 

Executive 
Fiscal  1995 

LFA 
Change 
92  --  94 

FTE 

18.75 

18.75 

18.75 

18.75 

18.75 

18.75 

18.75 

0.00 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

469,569 

71,643 

2,9.39 

23.200 

453,748 

67,601 

0 

7.080 

474,335 

167,638 

0 

0 

505,198 

73,437 

3,600 

0 

505,197 

93,617 

3,600 

0 

506,265 

66,505 

0 

0 

506,264 

86,986 

0 

0 

51,450 
5,836 
3,600 

(7.080 

Total  Costs 

$567,352 

$528,429 

$641,973 

$582,235 

$602,414 

$572,770 

$593,250 

$53,806 

Fund  Sources 

General  Fund 
State  Revenue  Fund 
Federal  Revenue  Fund 

Total  Funds 

533,905 
11,549 
21.896 

$567,352 

511,102 

11,550 

5,777 

$528,429 

518,016 
41,169 
82.788 

$641,973 

550,641 

24,094 

7,500 

$582,235 

565,160 

37,254 

0 

$602,414 

544,686 

20,584 

7,500 

$572,770 

559,495 

33,755 

0 

$593,250 

39,539 

12,544 

1.723 

$53,806 

Program  Description 


The  Veterans'  Affairs  Division  provides  a  statewide  service  of  assisting  discharged  veterans  and  their 
families,  cooperating  with  state  and  federal  agencies  regarding  the  affairs  of  veterans  and  their  families, 
and  promoting  the  general  welfare  of  veterans  with  information  on  veterans'  benefits.  The  program  also 
administers  the   veterans'   cemetery   located   at   Fort  Harrison   in   Helena. 

LFA  Current  Level 

The   LFA  fiscal    1992   current   level   base   is   lower   than    that  prepared   by   the   executive   because   the  LFA 

removed  one-time  expenditures  for  House  Bill   179.     The   1991  Legislature  appropriated  $22,806  general  fund 

for  maintenance  and  upgrades  for  the  veterans'  cemetery  in  House  Bill  179.  The  executive  current  level 
base   continues  those   expenditures. 

Personal  services  costs  increase  due  to  annualization  of  and  fully  funding  the  1993  biennium  pay  plan  and 
vacancy  savings  in  fiscal  1992.  The  division  administrator  position  was  left  open  for  several  months  to 
generate  vacancy   savings. 

Operating  expense  increases  are  largely  driven  by:  1)  the  legislative  audit  budgeted  for  $7,561  in  fiscal 
1994  compared  to  fiscal  1992  expenditures  of  $3,725  and  a  1993  biennial  appropriation  of  $5,918;  2)  about 
$900  in  contracted  services  for  grave  digging;  3)  about  $400  for  supplies  for  the  veterans'  cemetery;  and 
4)   about  $1,000  for  maintenance   of  the   veterans'  cemetery. 

Equipment  includes  maintenance   equipment  for   the   veterans'   cemetery. 

Capital  expenditures  in  fiscal  1992  were  for  construction  projects  and  improvements  made  at  the  veterans' 
cemetery  funded  by   House   Bill    179   passed  by  the    1991    Legislature   and   a  budget  amendment. 

Funding 

The  program  is  funded  from  general  fund,  state  special  revenue,  and  federal  revenue.  State  special  and 
federal    revenue    support   the   veterans'    cemetery   and    .75    FTE;   general   fund    supports   the   balance   of  the 
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program.  State  special  revenue  includes  private  donations  and  fees  from  sales  of  veterans'  license  plates. 
Federal  revenue  is  from  burial  reimbursements.  The  department  plans  to  include  a  construction  request 
in  the  long-range  building  program  for  the  veterans'  cemetery  and  use  excess  private  donation  and  license 
plate  revenue   to   match  federal   construction   funds. 
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